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Above, Barber 324-B Automatic Con- 
version Burner. Tested and certified 
by AGA Laboratory under latest list- 
ing requirements. No. 49-113-B Barber Automatic Burner Assembly 


BARBER ...°.: BURNERS 


Have All These Advantages: 


Exclusive patented Barber Impinged Jets, with air-injected vacuum pre- 
mixture, to get the highest combustion efficiency possible. 


High temperature "scrubbing" flame applied directly to walls of fire-box 
—no spreaders, no refractories. 


A sufficient range of sizes, in both round and oblong models, to fit properly 
the requirements of all furnaces and boilers (we do not make the in- 
credible claim that one size and shape burner will operate efficiently in 
all furnaces and boilers). 


The correct design, with the right jets, to operate on any type of gas fuel. 
The finest automatic controls obtainable. 


A reputable manufacturer, with a record of over 30 years’ responsibility, 
to stand behind its products, and with capable Barber installation service 
available nearly everywhere. 


With such a widely preferred and plainly superior product offered to 
you, why take chances with little known and possibly inferior burner 
units? No other burner burns like a Barber. Buy Barber and you buy 
the best. 


We also design, develop, test, and manufacture innumerable types and sizes of burner 
units for all sorts of gas appliances, for industrial, commercial, and household use. We 
supply hundreds of appliance makers with these standard or special burners, for all kinds 
of gas. The inclusion of a Barber unit in any such appliance is an unmistakable symbol 
of QUALITY. Write for our complete Catalog. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohic 


BARBER BURNER 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Bulletin G-57 illustrates and des 
the design, construction, operating, 
maintenance features of the Ty 
Pulverizer. Write: The Babock & 
cox Company, 85 Liberty Street, } 
York 6, New York. 





Recirculating Load — 





Dries as It Grinds Regardless 

Recirculation of fines within the Of Wear 

mill gives repeated, quick-drying Balls and grinding ti 
contact with large masses of together . . . assure nifo 

heated air and metal . . . produces ness regardless of attritio 

proper fineness at all loads, even grinding elements . . . Sy clear 
with coal as wet as it can get. automatically increases the da 
Fines are classified in the mill. duced loads. ined p 
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The only accurate measure of pulverizer 
efficiency—and ultimate cost—is a func- 
tion of availability, plus combined mate- 
rials and labor maintenance per ton of 
product over long periods of continuous 
operation. B&W recently surveyed a 
representative group of utilities, covering 
a wide geographical area and broad rarige 
of coals. More than 100 B&W Type E 
mills were reported in service from one 


to ten years, and with aggregate product 
of 25 million tons: 













° Average Availability: 
¢ Average total mainte- 
nance cost per ton: 


96.5%), 


3.12 cents 








It will pay you to remember this outstand- 
ing—and typical—history of dependable, 
low-cost performance when considering 
your next pulverizer installation. 








Clean Air— 
s Wear and Tear 


que in pressurized operation, 
Type E Pulverizer requires 
bly little maintenance of 
primary fan, because it blows 
clean air. . . is not subject 
the damaging abrasion of en- 
ined particles. 


One-Point Variable Fuel 
—Air Control 


Like the accelerator on your auto- 
mobile . . . assures proper coal- 
to-air mixture . . . produces de- 
sired rate of steam generation 
over a wide range with coal con- 
ditions suitable for sustained 
high combustion efficiency. 


Helping Industry Cut Steam Costs Since 1867 


Low Power 
Consumption 


Ball-and-ring grinding, anti- 
friction bearings, pressure 
lubrication, and automatic 
rejection of ungrindable ma- 
terials make possible high 
output with minimum power 


demand. 


Outstanding 
Performance 

Record 

Availability and mainte- 
nance economy beyond to- 
day’s most exacting require- 
ments are proved in over 
1300 Type E Pulverizer in- 
stallations. 
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HERE probably never was a move- 

ment or trend towards state Social- 
ism which did not have as its main selling 
point increased benefits, for the laboring 
man, by way of security and working 
conditions. Marx based his appeal en- 
tirely on the absolute right of the workers 
to all economic benefits of production. 
But one could go back much farther in 
the long and spotty history of Socialism 
and find that, invariably, it has been sold 
to the workingman on the basis of helping 
him and his family to a better way of life. 


THE insidious part about this spurious 
appeal is the cruel hoax played on these 
very persons who are supposed to reap 
the most benefit. They and their liberties 
suffer the most, in the end result, from 
the cruelties of an absolute dictatorship 
which floats into power under the high- 
sounding label of Socialism. One can call 
the role of absolute dictators within our 
own memory—Mussolini, Hitler, Stalin, 
and a pint-sized imitator down in South 
America—and we invariably find them 
climbing into absolute control over the 
backs of a betrayed labor movement. It is 
trite to ask, in this day and age, about 
what happens to the right to strike or 
bargain collectively or other labor union 
rights in these countries. Such rights 
simply do not exist. 


PARADOXICALLY, only in free enter- 
prise countries such as our own can the 
labor unions stand up squarely on their 
own feet and bargain with any degree of 
independence, dignity, or respect. It 
should not take much thinking for even 
the casual observer to decide that there 
is some connection between a free enter- 
prise economy and a free labor move- 
ment. Enslavement of the one inevitably 
leads sooner or later to enslavement of 
the other. 


UT it is the intermediate or transi- 
tional period which is so often baf- 
fling and misleading to honest, sincere, 
and conscientious labor leaders. Social- 
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ism, as in the case of Great Britain, may 
even start off under the wing of the 
Labor party itself. Labor leaders, who 
were brought up in the tradition of fight- 
ing employers for every concession and 
inviting government interference for add- 
ed pressure on employers, are tempted 
to pass a good many red lights before 
drawing up short in front of the clear 
danger signal pointing towards govern- 
ment domination of the labor movement 
to the point of enslavement. 


It is so easy in the beginning of the 
process to point to the security and stabil- 
ity of government employees: the Post 
Office, the school teachers, the alleged 
safeguards of civil service, the softness 
of politicians towards the voting strength 
of labor. The fact that such politicians 
generally “give in” to labor demands is 
pictured as an inducement to go farther 
and farther down the path to the point 
of absolute state Socialism. 


Yes, the intermediate and transitional 
period seems pleasant enough as long as 
there still survives a substantial tax-pay- 
ing capitalistic beast of burden to pull the 
load. But when the poor old critter final- 
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@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 


modern plant of today. 


Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 


up-to-date approach to the 
financial community—a com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Wituam N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 


Ricuarp H. West, President 


Public Utilities Department 
Tom P, Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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ly falls in the traces and the government 
takes over as the sole employer and the 
sole arbiter of everybody’s economic as 
well as political rights, then, at long last, 
the scales may fall from the eyes of the 
labor leader. Then it is too late. The 
chain has been forged ; the lock has been 
snapped. Labor’s “pushover” govern- 
ment of yesterday suddenly demands a 
“pushover” labor movement today and 
hereafter. The workers who rebel at this 
point realize the bitter irony of Marx’s 
appeal for the workers of the world to 
unite and cast off the shackles of Capital- 
ism. One wonders how many there are, 
pushing snowballs around in Siberia to- 
day, who would welcome the opportunity 
for casting off some real chains. 


i the foregoing seems somewhat more 
editorially opinionated than passages 
usually found in this department, it is by 
way of appreciation and introduction for 
the opening article in this issue. The title 
of this is “Labor Unions Look at Public 
Ownership.” It is an analysis of the time- 
ly awakening of a number of labor union 
leaders in the United States—leaders 
who have organized and hold responsible 
positions in national unions having juris- 
diction over public utility employees. 


But already their eyes have become 
accustomed to the glare of government 
promises and the tinsel of government 
performances. They are beginning to per- 
ceive the iron hand beneath the glove. 
They are beginning to reflect on such 
simple propositions as what will become 
of unions and union leaders in socialized 


industries, even here in the United 
States. . 
Larston D. Farrar, Washington 


author of business articles, has carefully 
examined the record of the important 
evolution of certain utility unions from 
old-fashioned boss baiters to modern in- 
dustrial statesmen—thinking ahead for 
the long-range benefit and security of 
their members. It is a thoughtful review 
of an important phenomena in the polit- 
ical economy of our country. If these 
unions, through able leadership, succeed 
in reversing current trends and turning 
the tide in favor of continued enterprise 
in the utility industries in the United 
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States, they will be doing something 
which no labor union movement has ever 
done in any other country in modern 
times. And in doing so they will insure 
their own existence to the point of doing 
business at the same stand when a good 
many of their colleagues abroad are 
goose stepping to the command of some 
hypocritically named “Minister of 
Labor.” 


_ i ao 


E also present, beginning page 210, 
W ite second instalment of a 2-part 
series dealing with the desirability of the 
zone transit fare system. The author, 
GRAEME Ret, well-known transit engi- 
neer with the New York city firm of 
Ford, Bacon & Davis, Inc., shows why 
modern equitable transit fares ought to 
reflect the length of the ride and the cost 
of the service rendered. 


* * * * 


W: present in this issue, beginning 
page 218, an article dealing with 
the steps taken in Florida to cope with 
the threat of wartime destruction to 
community life and utility service. The 
author, C. E. Wricut, was for five years 
managing editor of the well-known trade 
journal, The Iron Age. He is now doing 
free-lance writing in Jacksonville, Flor- 
ida. He has studied the pattern of cur- 
rent developments in that state which 
will probably proceed parallel to prog- 
ress in other regions. 


x* * * * 


Lso in this issue, Dr. J. RHoaps 
Foster and Dr. BERNARD S. RODEY, 

JR., two well-known accounting authori- 
ties, whose biographical backgrounds 
were recently covered in connection with 
a series of articles appearing in the Fort- 
NIGHTLY last fall, give us something 
(beginning page 224) which some read- 
ers must think is impossible—a fresh 
approach to the subject of depreciation. 


THE next number of this magazine will 
be out March Ist. 
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Courtesy Bettmann Archives 


Done in 2 the time... and at / the cost 


— girl undoubtedly was one of the first consumers’ usage data in a few days’ time. 
“hunt and peck” typists. 
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——_ It analyzes as many as 200,000 bills a day. 
She had to look around this circular keyboard It does the job in 1% the time it would take a 
for each letter, and then when the letter was competent office force. The final cost to the 
in position, she’d tap it. utility, too, is halved. 


Modern office machines certainly have made Wouldn’t you like to know more about this 
strides since those early days. Consider espe- Recording and Statistical Corporation service? 
cially the electrical devices that now do rou- 

tine figure work in a fraction of the time it Send for FREE booklet 

formerly took. 


This Bill Frequency Analyzer, for example, “The One-Step Method of Bill Analysis” will 


does a remarkable job for public utilities. It give you all further details. Why not ask your 
gives utilities an accurate picture of their secretary to write for it today. 












Recording and Statistical 
Corporation 












100 Sixth Avenue, New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


THE OLD SOUTH BURSTS WITH NEW GROWTH 


The nation-wide upsurge in the social need for electric power and lighting 
is a phenomenon of our time, having a significant phase in the South- 
land. The expansiveness there shows a vigor which deserves emphasis 
for several reasons. Its basic economy of agriculture is undergoing a 
wholesome diversification as new industrialization favors a more balanced 
economy. Gerard M. lves, vice president of the Guaranty Trust Company 
of New York, gives us a comprehensive description of the rapid and 
wholesome growth of the Southland and the part played by its great utility 
industries. 


SETBACK FOR A SUPER CO-OP 


The Virginia Electric & Power Company's determined campaign to preserve 
private power in the upper South was successful in December, when the 
Virginia Corporation Commission rejected the Old Dominion Electric 
Codperative's petition for a $16,000,000 REA loan. What happened in 
the long fight that preceded the commission's order is told by James J. 


LEGISLATIVE OUTLOOK IN THE 44 STATES 


This is the year of the "big biennial'’ when 44 out of the 48 states have 
regulatory legislative sessions. There will also be special sessions during 
the year 1951. Arnold Haines has analyzed preliminary. news items in 
an effort to evaluate the trends in state legislation likely to be passed 
or not passed, with special reference to public utility interests. 


FIFTEEN YEARS OF THE HOLDING COMPANY ACT 


Here is a review of the story of the Holding Company Act from the 
day of its stormy passage in 1935 to the present critical era of national 
defense. Nathan D. Lobell, executive adviser of the public utilities division 
of the Securities & Exchange Commission, has lived with the administration 
of this controlling statute and has seen it develop. Admittedly favorable 
from the standpoint of a regulatory specialist, the author endeavors to 
give an objective appraisal of some of the virtues and defects, triumphs 
and mistakes, in the statute's enforcement to date. 


* 


Als O .. . Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 
Home Gas Company 

The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 


, 
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“There never was in the world two opinions alike.” 


Leo T. CROWLEY 
Chairman of the board, Chicago, 
Milwaukee, St. Paul & 
Pacific Railroad. 


ALLAN B. KLINE 
President, American Farm 
Bureau Federation. 


Lewis HANEY 
Professor of economics, 
New York University. 


Harry Fioop Byrp 
U. S. Senator from Virginia. 


Epitor1AL STATEMENT 
Chicago Journal of Commerce. 


Rosert L, DouGHTON 
U. S. Representative from 
North Carolina. 


Rosert E. W1Lson 
Chairman of the board, Standard 
Oil Company (Indiana). 
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“lf a business is to continue and prosper or, I might 
say, if it is to have any incentive to continue at all, it must 
earn profits over and above its cost of operation sufficient 
to provide a fair return to those who furnish its capital,” 


- 


“Inflation cannot be stopped by price, wage, and ration 
controls, They interfere with production, impair the 
flexibility of our economy, reduce our capacity to expand 
output, require huge administrative staffs, and invite black 
markets.” 


¥ 


“Let's make the government folks economize first. Sup- 
port the Congressman or Senator who is sound and 
economical If you believe in private enterprise, listen to 
the arguments of businessmen. If not, why fight Com- 
munism ?” 


* 


“If we deliberately take the easy course and start deficit 
spending to the extent of $25 billion for just one year, 
short of total war, it is not likely that we shall ever be 
willing to make the sacrifices which later will be neces- 
sary to balance the budget.” 


> 


“As far back as the middle thirties, the party in power 
nas counted first upon money tinkering and then upon 
deficit financing to implement its social planning. Taxes 
have been levied more largely for the purpose of redis- 
tributing wealth than for government revenue.” 


* 


“I have always considered the interest of business and 
government as mutual and reciprocal. Government relies 
heavily upon the profits of business for revenue. On the 
other hand, the life of business depends upon the protec- 
tion it receives from a strong, soundly financed govern- 
ment.” 


> 


“The government’s entrance into the field of research 
is likely to defeat its own ends by discouraging a much 
larger volume of research, which would otherwise be 
undertaken by private industry. Another objection to 
government applied research is the unfairness inherent in 
having the government tax industry to obtain the money 
to compete with it.” 


12 
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Check out this new Interna- 
tional service truck with these 
9 economy ideas in mind: 
It’s lined with heavy-duty engi- 
neered truck stamina. That’s 
maintenance and repair dollars 
—saved. 


It’s powered by that new Silver 
Diamond valve-in-head engine, 
anall-truck engine, the one that’s 
set the record books on their ear 
for speed and smooth power 
with low gas consumption. 


It features the new Comfo-Vi- 
sion Cab—with thick-cushioned 
seating, one-piece, see-every- 
thing Sweepsight windshield, 
all-steel safety construction. 
That promises increased driving 


e— 7 Oe 





ALL WEW, ALL PROVED 


INTERNATIONAL 


INTERNATIONAL HARVESTER COMPANY 





NOW-a truck that saves you money, 
. with a body you can bank on! 





CHICAGO 






New International Service Truck de- 
signed for away-from-the-shop utility. 
Gives service men more compartment 
area for tools and supplies. Materials 
trays are built in, parts bins have di- 
viders. Body floor ribbed for strength, 
provided with drains. Compartments are 
weather-tight, doors have slam-action 
catches, locks all keyed alike. Shelves 
and partitions have rolled edges, to 
prevent cuts and torn clothing. 






















comfort and efficiency. 


And you can bank on additional 
savings from that all-steel serv- 
ice-utility body, because tools 
and time-on-the-job are money 
too. 


Doesn’t all that sound like a 
cost-wise investment on your 
job? The rest of the good news 
is waiting in the form of a dem- 
onstration at your nearby In- 
ternational Truck Dealer or 
Branch. Their sales and service 
facilities are all over the map. 


International Harvester Builds 2 
McCormick Farm Equipment i | 
Farmall Tractors... Motor Trucks 
Industrial Power... Refrigerators and Freezers 


TRUCKS 
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14 REMARKABLE REMARKS—( Continued) 


Frep OTHMAN 
Columnist. 


Eprror1aL STATEMENT 
The Wall Street Journal. 


Winston CHURCHILL 
Former Prime Minister of 
Great Britain. 


Peter Epson 
Columnist. 


M. S. RUKEYSER 
Columnist. 


EpiTor1aL STATEMENT 
The Saturday Evening Post. 


L. R. BouLware 
Vice president, General 
Electric Company. 


Ben MoreEELL 
Chairman and president, Jones & 
Laughlin Steel Corporation. 
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“I'll be delighted if Congress chooses to ignore the 
recommendation of the Federal Water Resources Policy 
Commission that it study the problem of public recrea- 
tion. Later maybe, but not now.” 


° 


“The spark of the free enterprise system is incentive 
—the pride in making and selling a better product, in 
outdistancing a competitor, in receiving a reward in 


dollars and in the things those dollars will buy.” 
* 


“(Socialism is] the weakest of all bulwarks against 
Communism. They (the Socialists) lead people up the 
garden path to the brink of the precipice and then turn 
around and say, as they tumble over, ‘We are very sorry; 
we never meant to go so far.’”” 


ad 


“President Truman’s State of the Union message is 
just as broad or as narrow as you want to take it. You 
can read into the message anything you are for, or any- 
thing you are against. If this is what it takes to achieve 
unity, everyone should be pleased.” 


“It is becoming increasingly apparent that government 
is a clearing house, rather than a creator of wealth, and 
cannot give anything to anyone without first taking it 
away from someone else. This principle is sometimes 
described as robbing Peter to pay Paul.” 


cd 


. . a planned economy presents the opportunity in one 
neat and tidy package to extort more and more taxes from 
the consumer, make him pay higher prices for what he is 
allowed to buy, and convince him that the people who are 
doing this to him are his benefactors! Planning, it’s won- 
derful—for the planners.” 


“ 


“Not only as a private employer but as a contractor for 
the Atomic Energy Commission, we believe that the labor 
law should require affidavits of both company and union 
officials that they do not belong to the Communist party, 
or to any party which plans, teaches, or advocates the 
use of violence or force to overthrow the government of 
the United States.” 

= 


“The special tax privileges for producer and consumer 
cooperatives must be repealed, or extended to all corporate 
business. The law which gives tenants special treatments 
at the expense of home owners must be abolished. What- 
ever the sacrifice, our government must live within its 
income; and the amount of that income which is taken 
from the people must be drastically reduced.” 
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DO YOU KNOW THE RECORD 
BEHIND THESE NAMES? 
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| 
oMMONWEALTH | | yOMMON wee 
ERVICES “INC ' ssoOciATE nies 
pusiness CO I ENGINEERING 





EXPERIENCE 
both in years and diversity of operations in electric and gas utility field. 


ORGANIZATION 
large enough.to do the job yet small enough to insure 


proper personal executive attention to your immediate problems and requirements, 


Commonwealth Services and. its engineering subsidiary, Common- 
wealth Associates, are new in name and outlook, but long established 
in organization and experience. Formerly the service company for 
the Commonwealth & Southern Corporation, Commonwealth Services 
and Associates have drawn together a group of individuals highly 
specialized in varied technical and economic fields and whose experi- 
ence in problems of electric‘and gas utilities covers over 40 years. 
Commonwealth offers you the advantage of having numerous 
departments at your command without adding to your organization 
personnel. This advantage is yours whether for the services of a 
single specialist or an entire department — for a specific problem, 
project, report, or for a continuing program. 
Check the ways in which Commonwealth can contribute to the efficiency and economy 


of your organization. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department El, 20 Pine Street, New York 5S, N. Y. 


INVESTIGATIONS © REPORTS * FINANCING * ACCOUNTING * SYSTEMS * TAXES * INSURANCE 
PENSIONS * RATES ©* DEPRECIATION * VALUATIONS * DESIGN AND CONSULTING ENGINEERING 
METERING * PURCHASING © INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 
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ERVICES 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 
212 MICHIGAN AVE; W. JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 


ABILITY+ EXPERIENCE * RESOURCEFULNESS «+ RESULTS 
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C-E RAYMOND BOWL MILLS 
HIT NEW HIGH IN 1950 
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ordered for 5,000,000 kw 
of new electric 
generating capacity 










Perhaps an even more impressive indication of Bowl Mill acceptance 
hroughout the utility industry is the fact that... 







... if all Bowl Mills purchased by American utility com- 
panies from January 1 to December 31, 1950, were to 
operate at 70% use capacity factor for a year, they would 
puverize a total of 




















20 million tons of coal — 


that’s about 1% of the amount of coal used by all utility 
companies in 1949, 


No one factor could possibly account for this widespread acceptance. 
Rather it is the fact that the Bowl Mill’s record of performance in 
hundreds of installations has been outstanding in all these important 





respects... 
¢ power consumption e ability to maintain 
e maintenance costs fineness through life of 
e control characteristics grinding elements 
e ability to maintain e quiet vibrationless 
capacity with wet coal operation 


Check the facts of Bowl Mill performance on all these counts and you 
will understand why utility engineers continue to accord it such 
widespread preference. . B-457A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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MULTI-MATIC the simplified 
,ccounting board, combines posting 






























and billing into one writing, one 
proof, and one audit. You get auto- 
matic alignment of each record to 
proper column and line. No copying 


from one form to another. Hence, 
















no transcription errors. 

It's easy to see how you'll save 

| money with a system which gives 

you not only greater speed—but 
greater accuracy as well! 

Multi-Matic is easily adapted to 

the needs of any smaller utility, 

1 t whether you use the ledger plan, 

register plan, or stub plan; postcard 

or paper bill. For full details, send 

the coupon today or phone the near- 


est Remington Rand office. 


1C 


IME 
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HMemington. Feared ve evest wame 1m Business systems 


REMINGTON RAND INC. : 
Management Controls Reference Library, Room 1687 i 
315 Fourth Avenue, New York 10, N. Y. 4 
Yes, I'd like a FREE copy of your new booklet LL 199. 
| Name ! 
| I 
| Firm | 
! Address ' 
! ! 
| City Zone State : 
i | 
| i 
| | 
1 i 
7” om 
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He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 

He records the meter readings with 
only a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 

But this is only a small part of the 


February 15, 195} Febrt 


— 


How to make his job easier... 


to / 





story. Other IBM electronic develop- 
ments have improved all phases of 
customer accounting .. . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron- 
ics to business machines has given utili- 
ties a ready means for reducing costs as 
well as providing better service for 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 





590 Madison Avenue, New York 22, N. Y. 


> 
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i" A TESTED COAL 


From the primitive, hand-operated drilling-machine of 1871 to the 
self-powered “coal popper’’ of today is a long step forward. Modern coals, 
100, show equal improvement over their predecessors. Photo shows modern 
“coal popper’ in action, drilling blast holes into uncovered coal seam. 


SOUTHERN takes the 








FSUKK 


out of your coal burning problems 


Yes, Southern Coal Company ships a variety 
of modern, precision-sized and thoroughly 
washed coals from mines with great reserves. 
More important, which one will burn most 
efficiently and economically in your equip- 
ment? Answering this question is the chief 
mission of Southern’s coal engineers. 

Their method eliminates guesswork! A 
staff of trained engineers stands ready to 
1 Make a scientific survey of your plant 
2 Recommend the most logical coal for 
your equipment 3 Conduct actual burning 
tests 4 Chart final results. 


Southern firmly believes this is the only 
real and logical approach to better coal 
utilization. If you agree with us and are look- 
ing for lower steam costs, get in touch with 
our nearest branch office—today. 

SERVICE FROM AMERICA’S LEADING 

COAL FIELDS 

Southern offers industrial buyers a wide 
variety of premium coals from the coal fields 
of Western Kentucky, West Virginia, Vir- 
ginia, Eastern Kentucky, Illinois, Indiana, 
Alabama, Arkansas, and Oklahoma. One is 
right for your plant! 
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Coal C 














General Office: 333 North Michigan Avenue, Chicago 1, Ill. 
Offices in: ATLANTA, BIRMINGHAM, CHARLOTTE, CHICAGO, 
KNOXVILLE, LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 

Sinclair Coal Company, Kansas City 6, Mo.—Western Representative 

y, ltd., Montrecl—Canadian Representative 
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GETTING RIGHT 
DOWN 10 CASES 


... in providing fire protection for transformers: 
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F ASE 1 POTOMAC ELECTRIC POWER COMPANY, Washington, D. C. 


At 5:25 P.M. on Sept. 7, 1949, an explosion blew off the 14” x 36” handho 
cover of the high voltage disconnect switch chamber on top of a 20,00 
KVA, 36/13.8 KV transformer at the Harvard Street Substation. Abot 
120 gallons of flaming oil were released. 

The Grinnell MULSIFYRE System operated at once and saved the tran 
former from further damage. 


CASE 2 Sa ee eee ee ee ee 


At approximately 7:00 P.M. on Wednesday, September 14, 1949, the B 
phase pothead on the oil-filled high voltage terminal compartment of a 
13,800/33,000 Volt, 12,000 KVA feeder transformer failed. The oil drained 
out of the compartment and ignited. 

The Grinnell MULSIFYRE System protecting this transformer had been 
completed except for the automatic controls. The Deluge Valve was tripped 
manually and the fire was extinguished “almost immediately, thereby pre 
venting extensive damage to the transformer and adjacent equipment. 
Damage was limited to $1200.” 


FI 


CASE 3 NARRAGANSETT ELECTRIC COMPANY, Providence, R. |. 


Early in 1945, drizzle-wetted coal dust, streaking 
on an insulator, caused a flash-over which ignited 
an oil spill. 

Manual operation of a gate valve turned on the 
fixed MULSIFYRE System, extinguishing the fire. 


Don't take chances! If your transformers are not pro- 
tected by this emulsion-forming spray system, get the 


full facts by writing to: Grinnell Company, Inc., Provi- ? 
dence, R. I. Branch offices in principal cities. Py 


GRinnew Malafyte 


EMULSION-EXTINGUISHMENT OF OJL FIRES | 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securities—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 

fident that your stockholders will support management’s 

recommendations with adequate votes of approval—on 
time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


Sd * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS © PHILIP H. CARPENTER * WARREN W. AYRES 





70 PINE STREET, NEW YORK 5&5, NEW YORK 
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mm LEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


effel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. For 
this particular installation two identical Francis type turbines 
were produced. Each has a maximum rating of 28,250 h.p., 
under 324 ft. net head, speed 277 r.p.m. 


= a 





fit 
A goaen tee 8 
Saag ye 





Runner and shaft, assembled in the Leffel plant. Sections of cast steel spiral casing on assembly floor. 





Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 89 years of ex- 
perience have demonstrated that long life and re- 


liability are assured in every Leffel hydraulic turbine. Completely assembled turbine unit. 


SPRINGFIELD, OHIO, U.S.A. 
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~#¢ ROCKLAND LIGHT AND POWER 
COMPANY’S NEW HUDSON PLANT 


Maximum operating economy, in spite of increasing 
power costs, was primary consideration in the 
design of the new 120,000 kw. (ultimate capacity) 
steam plant of Rockland Light and Power Co., at 
Tomkins Cove, N. Y. 

The first unit, of 20,000 kw., in operation since 
March, 1949, is one of a series of standard plants— 
designed by Burns and Roe, Inc., Engineering Con- 
sultants, to realize the ultimate in economy from 
both plant layout and equipment. Richardson Auto- 
matic Coal Scales were selected to assure accurate 
records of coal consumption. 

Two Model EE39, 200-lb. units, one right hand 
and one left hand, each with 15T/Hr, capacity, auto- 
matically weigh coal from 290-ton overhead bunker 
to pulverizers. Scales were supplied complete with 
electric timer type “no-flow” alarm to warn of an 
interruption in flow of coal; dustproof, siftproof, 
double rack-and-pinion, ball-bearing gates to con- 


trol flow; and dust-tight, flexible inlet connections 
to seal joints and eliminate pressure on scales. 

For over 40 years Richardson Automatic Coal 
Scales have been helping central stations and indus 
trials eliminate preventable coal waste and produce 
more power at less cost...a good reason for calling 
on Richardson when you plan to modernize yout 
present plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


EE-39, for dust tight, average service—200-300 Ibs. 
per discharge—Bulletin No. 0150 

Model K-39, for pressure tight (up to 60” of 
water), large capacity service—400-500 Ibs. per dis- 
charge—Bulletin No. 0250 

Monorate, non-segregating coal distributor—Bul- 
letin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 


Atlanta Chicago 
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‘MERC OID 
CONT REFS 


ou can always count on 
their fine engineering 
to give very dependable 
service for a long time. 
| They are built to last. 





THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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What we really make is Time 





It is faster to 


Hane A WALL 


than to 


LU SAIL 













! 
ILE IT UP . 
y The 
e\ 
r\ . 
a latio 
a dep 
_! 
|= omy 
espt 
Whe 
LiTTLE blocks, say 2°x4'x8" don’t pile up very fast. Point is, we integrate the right materials with 
We hang walls up in sizable panels. exclusive designs and processes of manufacture, ore 
(nid Oats bis ioe aaah ita tance ui round them out with fast engineering for each it i 
ite and pads ad sien individual job, install them with experienced met 
1 . 
4 crews, and deliver the thing that is most vital of 
We make walls that are hung in place. We all vital things today: speed. Cag 
make them complete with insulation when the 
panels are delivered. We engineer them piece by We save days and weeks in finishing a build- qui 
piece in advance at the factory. We put expert ing for use, because years have been put into the Ins! 
crews on the job to place them. development of these unique skills. Re 
ai 
We make time, now, when time is the essence. Quick is the word we practice. Ins 


H. H. ROBERTSON COMPANY & 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 
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hen performance depends on a tnreau 








quality becomes ™ 
insurance. 


The difference between a good instal- 
lation and a potential hazard usually 
depends on the fitting. It is poor econ- 
omy to furnish anything but the best, 
especially when the cost is so little. 
When you specify Capitol Couplings, 
or any Capitol fitting, you get the finest 
it is possible to make with modern 


methods and machinery. 


—— 


Capitol Couplings conform to every re- 


cal 


quirement of the American Iron & Steel 
Institute, the Association of American 
Railroads, and the American Petroleum 


Institute. 


Ask your jobber about Capitol Couplings. 


| MFG. & SUPPLY CO. 
COLUMBUS, OHIO 





PINGS ~— NIPPLES . UNIONS RADIANT HEAT FITTINGS 
 @ Arti ciipe Fs eeaae PIPE FITTINGS 


Leece-Neville 

Alternator System 

Saves Maintenance, 
Materials and Manpower 


A Leece-Neville AC-DC Alternator 
System delivers 25 to 35 amperes 
with the engine idling. This effects 
substantial gasoline savings and reduces engine wear. 
Current is delivered at a constant, fixed voltage, which lessens 
deterioration of scarce radio tubes and batteries. 


ee 


~ 


Most important of all is the famous dependability of the 
Alternator System. To help insure vital communications in 
case of disaster, every mobile radio should be equipped 

with the Leece-Neville Alternator System. 


For all the facts, write Dept. 26, 
The Leece-Neville Co., Cleveland 14, O. 
Pioneer and STILL Quality Leader 
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How to develop 
the potential ability 


of your - 


supervisors Bs 








Sats another, the group-conference system | 
' - to be a profitable method for training bah 





6 Develop management ability. 


@ Apply policies and procedures vniformy, 
@ Uncover weak spots in company orga 












ge Scere themselves get a chance 3 ; Ip fe 











Pats Boon Write for your 
-a_ helpful article, New York 6, N. es <a 


"Managemen t Development”. a g 
_a ee ag lies > $ “ttaey, aed 


Appraisal . Budget . Business Studies - Consutting Engineering * Design & Constrection . Financial . Industrial Relations . 
laspection & Expediting . insurance & Pensions . Purchasing « Rates & Pricing . Research . Sales & Marketing . Systems & Methods . Taxes . Traffic 


Two Rector Street 


$A5° Comers, 
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(EY MEMBER IN THE POWER TEA 











Nor many years ago, corrosion in boi 


ers, piping, and other steam and wate 






2), ERMA IT EY 


handling equipment was looked upon : 





“ede 


normal ... Then came the Elliott deaer 






ator, designed to remove the corrosion 


causing dissolved oxygen in the feedwate 





—and vastly lengthening equipment life 
Deaerating feedwater heaters are only one of 
an impressive list of Elliott equipment for power 
and process needs. The list includes generators, 
motors (large and small), turbine-generators, 
mechanical drive turbines, centrifugal blowers, 
condensers, steam jet ejectors, as well as 
smaller but vitally important units such as 


strainers, tube cleaners, and other steam plant ° . lif 
~ 4 1 —_ in e 
accessories. Details and bulletins on any of this des gn = everywhere defeat 8 


equipment are available at request. shortening corrosion. 


Today, deaeration is universally ac 
cepted in steam power plants, and Ellio 


deaerating heaters — still far ahead in 





ELLIOTT COMPANY, Deaerator and Heater Dept., Jeannette, | 


Plants at: JEANNETTE, PA. * RIDGWAY, PA. 
AMPERE,N.J. * SPRINGFIELD,O. * NEWARK,N.J. 





DISTRICT OFFICES IN PRINCIPAL CITIES 
YOU’RE A STEP AHEAD WITH FLLIOTT 
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q Edison Electric Institute, Transmission and Distribution Committee, begins meeting, 



































































h 
15 T Atlanta, Ga., 1951. 
it 3 F { American Gas Association begins Great Lakes personnel conference, Chicago, Ill., 1951. 
17 S¢ { First Annual Regional Television Seminar ends, Baltimore, Md., 1951. 
1 { Public Utility Buyers’ Group of the National Association of Purchasing Agents begins 
8 S midwinter conference, Pittsburgh, Pa., 1951 
19 M 4 Canadian Electrical Association, General Division, Eastern Zone, begins meeting, 
Quebec, Canada, 1951. 
20 T* American Concrete Institute begins meeting, San Francisco, Cal., 1951 
4 American Society of Civil Engineers begins spring convention, Houston, Tex., 
21) W | * i57' 
‘hk | % American Society for Testing Materials will hold spring meeting, Cincinnati, Ohio, 
22) T Mar. 5-9, 1951. 
2 F { Chamber of Commerce «< ie Oe States, Employer-Employee Relations Council, be- 
3 gins meeting, New York, -» 1951. 











q Mid-West Gas Association will hold annual convention, Omaha, Neb., 
1951. 







Mar. 12-14, 








q North Central Electrical Association begins electrical industries convention, Minneap- | 
olis, Minn., 1951 








{ Canadian Association of Broadcasters begins meeting, Quebec, Canada. 
















{ American Transit Association, Region I, begins management, small operations, and 
maintenance meeting, Boston, M ass., 1951. 




















{ Florida Association of Broadcasters and Florida “ag General Extension Divi- re} 
sion Sports Clinic begins meeting, Gainesville, Fla., 1951. 
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Courtesy, Philadelphia Gas Works C ‘ompany 
Soldiers of Public Service 


Reconditioning @ city’s gas mains 


Public 
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Labor Unions Look at 


Public Ownership 


Recently some labor leaders in the utility field have been 

showing uneasiness over trends in government policies likely 

to result in the socialization of utility service. This reaction 

has been in notable contrast with the top-level thinking of 

national leadership in our two large American union or- 
ganizations. 


By LARSTON D. FARRAR* 


miliar names and faces in the 

labor union movement may 
seem not to have changed, the fact is 
that the men behind these movements 
have been changing their opinions 
about a great many things. Anyone 
who has read even the front pages of 
the daily newspapers since 1940 
knows that many labor leaders, until 
fairly recently, were ridiculing the 


pay many of the old fa- 


*For personal note, see “Pages with the 
Editors.” 
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idea of a “Communist menace” in the 
labor movement. Yet, within four 
short years of that time, both the Con- 
gress of Industrial Organizations and 
the American Federation of Labor 
had carried out full-scale purges of 
Communists from individual unions 
and Communist - dominated unions 
from the national labor organizations. 

This most meritorious development 
did not come as soon as the facts were 
apparent to a few sharp-minded in- 
vestigators and writers who were 
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fighting Communism in America. Un- 
fortunately for our labor leaders, as 
well as for the rest of us, these early 
alarms were ignored, or even ridi- 
culed, for some years before the facts 
became apparent to large numbers of 
our citizens. The purge of Com- 
munists from the American labor 
movement came several years later 
than it should have come. No one to- 
day, except for fellow travelers and a 
handful of confused intelligentsia, 
could doubt the desirability of this 
overdue development. 


N recent years, as more and more 
information has become available, 
most union leaders have begun to 
grasp the real implications of what 
Socialism or Communism means to a 
society, most particularly what a so- 
cialistic or communistic society means 
to unions. It is now possible to report 
that union leaders, in addition to 
studying their immediate and personal 
problems—how to get more wages or 
better working conditions for their 
members — also have been taking 
longer looks at their ultimate prob- 
lem—that of retaining their mem- 
bers’ freedom in a nation in which the 
areas of economic freedom have been 
shrinking alarmingly with every pass- 
ing year. 

Coming now to the utility unions, 
we have an interesting, if not 
anomalous, situation. It is the conflict 
between the top policy levels of both 
organized labor groups and their re- 
spective operating utility union divi- 
sions, over the subject of increasing 
public ownership in the electric power 
field. Both the CIO and the AFL are 
generally committed, at their respec- 
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tive top policy levels, to “va 
authorities” and similar promotion ¢ 
public ownership. But over the pay 
couple of years both the CIO Util 
Workers Union and the Internation; 
Brotherhood of Electrical Worke 
which is its opposite number in th 
AFL, have been drifting steadil 
away from any alliance with publi 
ownership promotion and have shown 
increasing sympathy for private en 
terprise in the electric power and othe 
utility fields. 


N’ this utility union trend away 
from public ownership was high 
lighted by two developments late i 
1950, which we will note in more de 
tail later on: (1) the appearance in 
the November, 1950, issue of Reader's 
Digest of a signed article by Joseph 
A. Fisher, national president of the 
CIO Utility Workers Union, vigor- 
ously opposing Federal participation 
in power distribution; (2) at its an- 
nual convention in Miami, Florida, the 
AFL International Brotherhood of 
Electrical Workers enthusiastically 
applauded speeches by J. Wesley Mc- 
Afee, president of Union Electric 
Company of Missouri, and McGregor 
Smith, president of Florida Power & 
Light Company. The IBEW presi- 
dent, Daniel W. Tracy, restated a 
policy position on private versus pub- 
lic ownership of electric utilities, 
which criticized the “increase in the 
area of government and quasi govern- 
ment ownership operation in utilities.” 
How do the CIO and AFL explain 
this apparent conflict? The national 
headquarters of each organization 
makes no attempt to explain. Spokes- 
men for the CIO Committee on Re- 
gional Development and Conservation 
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merely pointed to the “democratic” 
structure of the CIO, which permits 
local autonomy by separate unions on 
such questions. The Fisher article in 
Reader's Digest was noted with re- 
gret but no official disapproval. 

Back of the CIO policy position is 
the well-known socialistic sentiment 
of certain CIO leaders, such as Walter 
Reuther of the automobile workers, 
Philip Murray, CIO president, also 
head of the steel workers, and Jack 
Kroll, head of CIO’s leftist Political 
Action Committee. National AFL 
top policy is less definite. But its pro- 
public ownership tone continues to be 
reflected by an official AFL spokes- 
man. He is Frank Edwards, radio 
commentator for the AFL, who has 
been consistently critical of the utility 
companies in various controversies on 
the subject of public power. Last 
summer, Edwards actively espoused 
the cause of the Rural Electrification 
Administration in the case of a South 
Carolina “super co-op” and drew pro- 
tests from local IBEW unions. Later 
we will note what IBEW has done on 
the REA front. 


N°? early solution to this internal 
union cleavage is presently in 
sight. Over the long run, the relative 
success or failure of the politically 
active zealots in both AFL and CIO 
may change the picture somewhat. In 
the recent elections, the CIO-PAC 
element lost considerable face; so the 


e 


right-wing position of the two utility 
unions may soon command more re- 
spect in the higher union councils. The 
IBEW convention did approve a reso- 
lution for more power development on 
the Columbia river as sought by local 
utility companies. 

But the election results did not make 
much difference to CIO President 
Murray when he took the floor at a 
meeting in Chicago last November 
23rd to support a resolution endorsing 
TVA—a resolution which was adopt- 
ed over the opposition of CIO Utility 
Workers Union President Fisher. 
Said Mr. Murray: 

I don’t profess to be a Socialist any 
more than I am a Communist. But if 

I thought it would serve the best in- 

terests of the people of the U. S. for 

the government to take over indus- 
tries of this kind, I would vote for it 
no matter a damn what anybody calls 
it. 
g & document what has been said 
about “conflict” between the top 
level and local operating union level 
along somewhat ideological lines, let us 
consider the following brief excerpts : 

A top level CIO publication which 
first appeared in September, 1949, en- 
titled “The Foundations of Prosper- 
ity,” included, in effect, the report of 
the CIO Committee on Regional De- 
velopment and Conservation, headed 
by John Brophy. Here is what the 
CIO booklet said about public utility 
regulation as distinguished from 
public ownership : 


ment came several years later than it should have come. 


“THE purge of Communists from the American labor move- 
9g 


No one today, except for fellow travelers and a handful 
of confused intelligentsia, could doubt the desirability of 


this overdue development.” 
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Long before TVA, students of pub- 
lic utilities had become convinced 
that regulation through commissions, 
based on a supposed fair return on 
property whose values could never be 
effectively determined, was unwork- 
able, and a fraud on the public. This 
is still true. . .. We favor a congres- 
sional investigation into the electric 
utility industry to find out what help 
can be given by the government to 
states and municipalities desiring to 
establish or extend their own publicly 
owned power systems by the pur- 
chase of facilities now in private 
hands. 


Bier publication goes all out in its 
endorsement of “TVA” on all 
major river basins—to be organized 
ala TVA. This endorsement was even 
at the expense of other forms of Fed- 
eral development, such as the so-called 
“Pick-Sloan” plan for the Missouri 
river. On the subject of distributing 


power, the report stated : 


We underscore the policy of numer- 
ous CIO conventions approving the 
basic principle of the TVA which 
calls for public development trans- 
mission, and distribution of hydroelec- 
tric power, and we urge the applica- 
tion of that principle throughout the 
country. 

TVA has proved the possibility and 
desirability of public development of 
hydroelectric power everywhere. 

Our remaining undeveloped water- 
power resources, where it is deemed 
desirable to develop them, should in 
all cases be harnessed by public 
agencies. 

Power developed at public dams 
should in all cases be transmitted over 
publicly owned and operated transmis- 
sion lines. 

Public power should also in all 
cases be distributed with preference 
to municipal and codperative distrib- 
uting agencies. 

Where auxiliary steam plants are 
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necessary or desirable in connection 
with public hydroelectric power 
plants, they should be constructed and 
should be owned and operated by the 
public. 


Now let us change the spotlight to 
the local union level : 

Joseph A. Fisher, national presi- 
dent of the CIO Utility Workers 
Union of America, in his Reader's 
Digest article already mentioned, ob- 
served that in 1930, Federal govern- 
ment power plants had a generating 
capacity of 226,000 kilowatts, but that 
Uncle Sam now owns generators pro- 
ducing 14,000,000 kilowatts and has 
under construction, or is authorized to 
construct, plants to generate another 
6,000,000 kilowatts. 


H® pointed out that this means that 
in another few years the bureau- 
crats will have control of half as much 
generating capacity as the private 
utilities now have, and that “we fear 
this is only the beginning.” 

“Our national convention of the 
UWUA, CIO, with over 400 delegates 
from all over the country . . . believe 
in our traditional system of free en- 
terprise, the system that has made 
America a great nation and has pro- 
vided for our workers the highest 
standards of living anywhere in the 
world,” he wrote. 

“We are opposed to Communists, 
Fascists, Nazis or any other subver- 
sive groups and we bar them from 
membership. We are opposed to So- 
cialism or any other ‘ism’ that would 
advocate abandonment of our system 
of private enterprise.” 

Mr. Fisher observed that our people 
are being told that government con- 
trol of the power industry does not 
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Union Organization among REA Co-ops 


61g pose labor may be preparing to move into the REA codp- 
erative field in earnest. The IBEW is stepping up its organizing 
campaign on the theory that it has now been given the green light by a 
series of recent decisions of the National Labor Relations Board. There 
have been three of these NLRB decisions involving REA co-ops, in 
which the ruling has been to the effect that co-ops are engaged in inter- 
state commerce, therefore are subject to NLRB jurisdiction for purposes 
of labor regulation.” 





mean the end of free enterprise, but he 
asserted that “control of the electrical 
industry is the key to control of the 
major industries of the nation. 

“We know from experience that 
our members employed by govern- 
ment-sponsored co-ops of the Rural 
Electrification Administration, as well 
as those employed by municipalities 
which run their own light and power 
business, work under conditions in- 
ferior to those enjoyed by our mem- 
bers employed in private industry,” he 
declared. “Employees of public pow- 
er authorities have little or no job 
security, since they are not covered by 
Civil Service laws. Job security, pro- 
motional opportunity, and working 
conditions too often become the 
‘tools’ and ‘plums’ of politicians and 
their friends. Consumer rates, wages, 
and conditions of employment are 
fixed by political management, while 
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the worker is denied the right to use 
either economic or legal appeal against 
the government. Our members em- 
ployed in publicly owned plants work 
under conditions far inferior to those 
in privately operated utility plants. 


— look with alarm upon gov- 
ernment power projects that 
duplicate and are in direct competition 
with light and power companies with 
which we hold contracts. Nationaliza- 
tion of the power industry is creeping 
up on us under the guise of flood con- 
trol, navigation control, and the devel- 
opment of our natural resources. .. . 
This government was not built to 
become a business organization, man- 
ufacturing and distributing products 
of any kind. It moves beyond its scope 
when it undertakes to distribute elec- 
tric power to the people. And it is 
striking a blow at the whole structure 
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of our system of free enterprise when 
it seeks to limit distribution of power 
to publicly owned power companies. .. . 
“The encroachment of government 
in private industry must be stopped. 
Unless it is stopped, we will soon have 
authorities—not elected, but appoint- 
ed—who will constitute a supergov- 
ernment with control of practically all 
the electric power in the nation... . 
At what point can government en- 
croachment be stopped? That point is 
here and now—in the field of electric 
power. Private utility management 
must codperate with the government 
in the development of our natural re- 
sources. Politics must be eliminated 
from the state and national regulatory 
bodies. Public service commissions 
must maintain constant surveillance to 
assure adequate service at the lowest 
possible cost consistent with good 
business practices. That is our pro- 
gram. 
“Our union calls for curtailment 
of government encroachment into 
private enterprise and a return of the 
electric power business to regulated, 
tax-paying, privately owned com- 
panies.” 


ow let us turn to the AFL. An- 
other long-time labor leader of 
much prestige, in another organiza- 
tion, had spoken out just as plainly 
against the ever-encroaching moves of 
Uncle Sam’s busy bureaucrats. He 
was Daniel W. Tracy, president of the 
International Brotherhood of Elec- 
trical Workers, who had stated, in no 
uncertain terms, the opposition of his 
union to public ownership of the pow- 
er industry. 
On May 25, 1950, Mr. Tracy issued 
a press release pointing out the eco- 


Administration. The declaration, a; 
Mr. Tracy pointed out later, was is. 
sued “not as a spontaneous outburst, 
but after mature deliberation, follow. 
ing persistent though patient effort, to 
obtain corrections of policies... 
inimical to the interests” of his mem- 
bers in various parts of the nation. 

So, at the convention of electrical 
workers, this further statement was 
issued : 


The IBEW raises its voice on the 
subject of public power at this time 
in the interest of organized labor in 
the electric light and power industry. 
The subtle transformation of the gov- 
ernment program from the proper 
purposes of providing power as a by- 
product of the initial program and 
of furnishing a “yardstick” for pri- 
vate utilities has reached the stage 
where it threatens free enterprise in 
this industry. We support free enter- 
prise not only in our capacity as citi- 
zens of the United States but also in 
our capacity as representatives of or- 
ganized labor. The increase in the 
area of government and quasi govern- 
ment ownership operation in utilities 
necessarily carries with it a decrease 
in the area of freedom for labor as 
well as other groups. 

Labor cherishes its right to bargain 
collectively for wages, hours, and 
working conditions. It fights the 
abrogation of such rights, whether in 
the form of antilabor laws or in the 
more complicated form of transferring 
their status to employees of the gov- 
ernment without any rights to bar- 
gain collectively or otherwise exercise 
their economic strength. 


N another action in the same con- 

vention in Miami, the IBEW 

adopted a “Political Situation” report 
which reads as follows: 
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... More and more each day, it be- 
comes clearly demonstrated that gov- 
ernment is increasing activities in the 
economic lives of the constituents. 
This is inadvertent in some instances ; 
in other instances it is the result of a 
deliberate intention by certain ele- 
ments to regulate the economic life of 
other elements to the advantage of 
profit and prosperity for some at the 
cost of subhuman standards of living 
to others. 


This is strong talk about the value 
of freedom when we stop to think that 
only a few years ago labor leaders and 
delegates were generally ridiculing the 
idea that anyone ever could lose his 
“freedom” under the paternalistic 
program being sponsored by the Fed- 
eral government. 

The Utility Workers Union of 
America met a new rebuff — during 
late November, 1950 — in Chicago, 
where its leaders tried to get the CIO’s 
resolutions committee to condemn the 
use of tax money to push public own- 
eship of utilities. The CIO’s chief 
politicians were able to squelch this 
effort, but, as the Washington (D. 
C.) Times-Herald pointed out edi- 
torially, these CIO leaders “may as 
well face the fact that they are fight- 
ing a losing battle.” In other words, 
the Times-Herald editorialist feels 
that sooner or later the CIO itself will 
see the light and will fight continued 
Federal ownership of industry as vig- 


= 


orously as its leaders heretofore have 
favored and espoused such ownership. 

“The workingman is waking up,” 
the Times-Herald stated. “He is com- 
ing out from under the ether. He is 
catching on. 

“Under the management of the 
union politicians, the workingman has 
been led right up to the trap of govern- 
ment ownership of all the means of 
production and distribution, a state 
of things sometimes called Socialism, 
Fascism, or Communism, and all the 
time meaning bad news for the inde- 
pendent working citizen. 

“Now the public utility workers, 
struggling to escape, demand of other 
workers : ‘how would you like to have 
your jobs taken over by the govern- 
ment?’ ... The rank and file of labor 
has caught onto it. . .. How soon will 
the union leadership catch up with the 
rank and file?” 


HE executive council of the 

IBEW last May fired away at 
REA as follows, in a policy state- 
ment: 


The Rural Electrification Admin- 
istration was brought into being for 
the purpose of facilitating the trans- 
mission of electricity into rural sec- 
tions. Under the government power 
program, however, the facilitating 
intent has been substituted for by a 
plan involving what could well be and 


“.. . over the past couple of years both the CIO Utility 
Workers Union and the International Brotherhood of Elec- 
trical Workers, which is its opposite number in the AFL, 


have been drifting steadily away from any alliance with 
public ownership promotion and have shown increasing 
sympathy for private enterprise in the electric power and 
other utility fields.” 
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assumes all the aspects of the first step 
in the evolution of governmental own- 
ership of the generation, transmission, 
and sale of electricity to the individ- 
ual consumers. Under this program 
the operations of the Rural Electrifi- 
cation Administration combined with 
the functioning of the Bureau of 
Reclamation, Department of the In- 
terior, and the Army Engineers, have 
extended the scope of the program to 
a point that threatens peril to legiti- 
mate free enterprise. 

The scope of the program now em- 
braces the generation of electricity by 
power other than that procured 
through irrigation and flood control, 
steam as an instance; the distribution 
of electric power and the sale of elec- 
tric power in direct competition with 
privately owned electric utility com- 
panies. 

The Rural Electrification Adminis- 
tration, through its financing of co- 
Operatives, has proceeded to the ex- 
tent of using public moneys supplied 
by the taxpayers for the building of 
electric transmission lines parallel to 
existing privately owned distribution 
systems. The progress of this proce- 
dure is such as to clearly indicate com- 
plete duplication of transmission fa- 
cilities in competition that can only 
lead to extermination of private utility 
companies. Such complete extermina- 
tion has been accomplished in the 
state of Tennessee and is rapidly ap- 
pes completion in the state of 

outh Carolina and is making rapid 
progress in the state of Nebraska. 

In pursuing the above policy the 
Rural Electrification Administration 
has lowered the quality of work stand- 
ards and ignored the rights of elec- 
trical workers to bargain collectively. 

The resulting situation is anomalous 
indeed. In the first instance while the 
fundamental policies of the Federal 
government champion the rights of 
labor to organize and bargain collec- 
tively, the administration of the Rural 
Electrification completely ignores 
these rights of labor. In the second in- 
stance one branch of government is 


engaged in the prosecution of trusts 
and combines on the premise that the 
operation of such trusts is inimical to 
the commonweal. At the same time 
a department of the government is 
nurturing a governmental monopoly 
of the generation, distribution, and 
sale of the greatest power man has 
mastered for industrial production, 
home necessities, and public con- 
venience. 


UBSEQUENT to the blast, IBEW 

succeeded in having REA Chief 
Wickard extend the Davis-Bacon Act 
to REA line construction so that 
IBEW President Tracy was able to 
say at the annual convention in Miami 
last October : 


Rapid correction of the indicated 
situation complained of is now being 
manifested by codperation thoroughly 
consistent with the principles under 
which REA became a function of the 
Federal government. . . . However, it 
should be sufficient to advise the dele- 
gates to this convention that the con- 
struction local unions of the Brother- 
hood are being presently advised of 
$107,607,824 estimated cost of cur- 
rently proposed REA projects 
throughout the country. Line con- 
struction has been brought under the 
provisions of the Davis-Bacon Act. 
Hitherto this act was applicable on 
building construction. 


Organized labor may be preparing 
to move into the REA coéperative 
field in earnest. The IBEW is step- 
ping up its organizing campaign on 
the theory that it has now been given 
the green light by a series of recent 
decisions of the National Labor Rela- 
tions Board. There have been three 
of these NLRB decisions involving 
REA co-ops, in which the ruling has 
been to the effect that co-ops are en- 
gaged in interstate commerce, there- 
fore are subject to NLRB jurisdiction 
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for purposes of labor regulation. In 
Alabama the board ruled that an REA 
borrower would have to submit to a 
bargaining election. Likewise, an 
IBEW local has been successful in get- 
ting the collective bargaining rights 
for the employees of the Cherokee 
(Iowa) County Rural Electric Codp- 
erative Association. Another and sim- 
ilar Iowa case involved the Plymouth 
Electric Codperative Association. So 
far IBEW has organized about 10 per 
cent of the approximately 1,000 REA 
cO-ops. 


Y= IBEW is likely to encounter 
considerable resistance from the 
management of some of the REA co- 
ops. The farmer members have long 
objected to paying the increasing 
union wage scale for construction and 
maintenance work. Some of the co- 
ops have suggested “membership work 
contributions” whereby farmers can 
avoid paying union wages. They are 
relying on obtaining some relief from 
state courts on the theory that co-ops 
are organized subject to state author- 
ity—which can protect the right of the 
co-op farm members to do their own 
work, for their own benefit. Regard- 
less of the legal outcome, the issue is 
becoming a serious headache to Fed- 
eral REA as well as the White House. 

Several co-op managements have 
even hinted that they will sell out to 
private companies rather than meet 
the union demands. This is perfectly 
all right with IBEW, which has long 


had a satisfactory relationship with 
private companies. To avert an open 
break, REA, with the aid of the De- 
partment of Labor, is now making 
field studies to determine the “pre- 
vailing wage scales” on an exclusively 
rural area basis. 


N still another front, IBEW is also 

moving against local public agen- 
cies which resist union demands. 
IBEW President Tracy _ recently 
charged that the public power pro- 
gram in Arizona, operated by the Salt 
River Project Power District, is en- 
gaged in an old-fashioned campaign 
of “union busting.” Tracy’s charge 
was made in connection with a strike 
of some 1,200 members of IBEW 
Local 266 of Phoenix, who are em- 
ployed on the electric light and power 
system and irrigation properties owned 
by the public power district. The dis- 
trict claims status as a government 
organization in applying for a tem- 
porary court order restraining union 
activities. 

Tracy said the present difficulty 
originated in October, 1949, when the 
electric light and power system was 
transferred from private to public 
operation by the Secretary of Interior. 
He added that it is “fantastic to find 
that the public power program, which 
had the support of all organized labor 
in the past, is now being used to de- 
stroy collective bargaining, to break 
unions, and to keep substandard wages 
and conditions of labor.” 





“In my experience of eighteen years, considering the perils that confront 
our nation, this [budget] message represents the very height of fiscal 
irresponsibility.” 
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—Harry Fioop Byrp, 
U. S. Senator from Virginia. 
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Zone Fares for Passenger 
‘Transit 


ParT II. The desirability of a zone fare system 


A discussion of transit passenger fares and fare structures 

with some general observations which lead to the conclusion 

that managements might well undertake prompt surveys of 

their properties and operations with a view to establishing 

zone fare systems which reflect the length of ride and the 
costs of service rendered. 


By GRAEME REID* 


article, there was a discussion of the 
inadequacy of flat fare increases 
for transit systems trying to operate 
under current economic conditions. It 
was pointed out that there are three 
alternative methods for reducing aver- 
age passenger rides: (1) stimulate 
more short riding; (2) shortening 
the routes; (3) shortening the per- 
mitted length of the ride per unit of 
fare. This third alternative brings us 
to the main part of this discussion— 
the desirability of a zone fare system. 
With costs of service continuing to 
increase, higher and higher revenue 
per passenger is required. Flat fares 
for local service already have risen 
as high as 17 cents, and 20-cent 


[: the previous instalment of this 


*For personal note, see “Pages with the 
Editors.” 
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flat fares have been seriously pro- 
posed. 

With over-all units of fare on 
such levels, transit tends increas- 
ingly to become a “commuter service,” 
losing its true function as a relatively 
short-haul carrier in localized areas. 
In effect, such fares tell the short rider 
of one or two miles that if he does not 
wish to pay them he must walk or 
not go. 

As single units of fare are in- 
creased, larger and larger numbers 
of short riders are penalized. These 
persons can always claim discrimina- 
tion in favor of the long rider and 
could make out a good case to get 
lower fares for shorter rides. As this 
may be accomplished on existing lines 
only by some form of zoning system, 
it would appear that sooner or later 
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such systems will have to be estab- 
lished. It would seem better to antici- 
pate this time by installing a just and 
reasonable zone system of fare 
collection before being forced into 
it as a last resort after suffering 
years of loss in terms of riding habit 
as well as revenue and net income. 
It will become increasingly difficult to 
bring back a riding habit of compen- 
satory volume once it has been de- 
pressed by high flat fares. 











Arguments against the Zone 
System 


Ts primary argument against or 
objection to a zone system most 
often raised by operating officials is 
the added complication of fare collec- 
tion. In some cases, objections on the 
ground of complexity may be coupled 
with a disinclination to disturb a sys- 
tem of long standing and launch into 
the mental and mechanical effort of 
designing a zone system that will give 
maximum availability of service to the 
public at attractive fares and that will 
bring the greatest benefit to the com- 
pany with the least cost to the riders. 
With this accomplished, there is still 
the problem of making out a case for 
the zone system so as to secure ap- 
proval of regulatory authorities. 

Superficially, the easiest way to get 
more revenue would seem to be by 
flat increases in fare. This requires 
no great mental effort; the necessity 
can be readily proved to the regula- 
tory commissions by established proc- 
esses, the simple flat increase affects 
all riders equally and thus gives an 
appearance of being nondiscrimina- 
tory. 

In effect, however, as _ hereto- 
fore pointed out, the flat fare raise 
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actually increases discrimination be- 
tween short- and long-haul riders, in 
the sense of imposing a dispropor- 
tionate share of the increase in fare 
on the short rider. In summary, ob- 
jections to zone systems are: 
1. Difficulty of designing an equi- 
table and workable system. 
2. Complication of fare collection. 
3. ba: tm fare for the long-haul 
rider. 


4. Possible objections on the part 
of regulatory authorities. 


The broad answer to all of these is 
that if, as it seems, high flat fares 
provide no dependable source of in- 
creased revenue (over the long term), 
there remains no other recourse but to 
go to a zone system and this applies 
with equal force to public as well as to 
privately owned properties. 


_ is no question but that the 
design of an equitable and work- 
able zone system must be based on a 
thorough survey of the property and 
operations, taking all significant fac- 
tors into account. Riding character- 
istics must be known; between what 
points the passengers ride, how many, 
how often, how far, where, and 
when. 

It is a startling fact that very 
few transit operators have any accu- 
rate idea of the average length of 
ride per passenger on their lines, re- 
lying, if considering the question at 
all, on their own guesses, the esti- 
mates of supervisors, or past surveys 
long out of date. 

The information derived from an 
up-to-date survey of riding is essential 
not only for a determination of an 
adequate, just, and reasonable fare 
study, but in equal measure for an 
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evaluation of the economic and pub- that line, It may not be practicabk 
lic necessity for the volume of serv- that all parts of a given operation aj. 
ice afforded on all parts of each line. ford equal return, but there is no re. 
It is not sufficient to judge the econ- son why excessively lean portions 
omy of the operation of a whole line should not have a fare sufficient to 
without also having some knowledge justify them or the service thereon 
of the net returns from each part of be curtailed if not abandoned. 
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Te general concept of a fare zone 
system involves a selection of 
some one point or points on a route 
at which an additional unit of fare 
is required. Usually, the survey of a 
line of any considerable length will 
disclose points where such zone limits 
may be placed at a minimum of hard- 
ship to relatively short riders adja- 
cent thereto, while catching a maxi- 
mum of the long-haul traffic. Munici- 
pal boundaries may often be logical 
locations for such limits, especially if 
they lie at points of low local riding 
density, for at this point an additional 
fare is obtained from all persons 
traveling between the main city busi- 
ness section and the center of popula- 
tion of an adjacent suburban area 
without unduly penalizing those who 
ride locally within these areas. 

This also has a unique advantage of 
permitting a lower fare within the 
controlling limits of each individual 
political entity. However, in the larger 
cities, it may well be necessary to es- 
tablish zone points within the city 
limits, perhaps at some _ location 
roughly dividing the city’s business 
and industrial section from its resi- 
dential area. If it is found that the 
logical zone limit will heavily penalize 
short riders adjacent thereto, it is 
perfectly possible, as has been done, to 
establish overlapping rather than fixed 
one-point zone limits, or superimpose 
an added overlapping zone spanning 
the established one-point limit. A few 
such systems are shown diagrammati- 
cally in Chart No. III on page 212. 
These are, of course, subject to in- 
finite variations in combining one 
type with another, in number of zones, 
differing zone lengths, and different 
fares in different zones. Accordingly, 
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it is entirely possible to design a fare 
zone system that will afford a reasona- 
ble fare for the long rider without pen- 
alty to the short rider and end the 
discrimination against the short rider 
which results from a single flat fare 
highly favoring the long rider. 


,, paren analysis of riding charac- 
teristics and operating costs will 
disclose what portions of a system 
are producing the least net returns. 
It is only reasonable and necessary 
(in the public’s as well as the com- 
pany’s interest) that fares should be 
adequate to cover costs of the opera- 
tion as a whole even though it may 
be that some portions would yield an 
excessive return with a minimum fare 
and other portions may be operated 
at some equalizing or offsetting loss. 
However, it is entirely unreasonable 
to expect that heavily losing opera- 
tions can or should be maintained with 
an inadequate fare as part of the 
system which, as a whole, is not earn- 
ing sufficient income to meet its finan- 
cial obligations and still maintain a 
good quality of service. The fare zone 
system may and should be designed 
to afford an adequate revenue from 
currently poor paying portions of the 
system. If, however, such resulting 
higher fares fail to remedy the situ- 
ation there may then be ample justi- 
fication for abandonment of the serv- 
ice in these areas without impairment 
to the system as a whole. 

A zone fare system gives manage- 
ment much greater opportunities for 
the flexible adjustment of fares to cost 
of service. It not only permits a higher 
fare for long hauls but may also per- 
mit lower fares for short riders, thus 
stimulating this more profitable class 
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Unique Economies of the Transit Business 


el Be primary objective of the zone fare system is to adjust the 

riders’ cost of service to the quantity or mileage of service they 

use. No other business, industry, or utility attempts to sell its product 

or service on a one-price basis regardless of quantity. Historically, the 

transit industry's one-price system is an outgrowth of the old 5-cent 

fare which was sufficiently small from the customers’ standpoint but 
enough to yield earnings required to support the service.” 





of business and coming closer to a 
long-term solution of revenue prob- 
lems than is possible to obtain from 
“upward spiraling” of flat fares. 


Question of the Higher Fare 
For the Long Rider 


— primary objective of the zone 
fare system is to adjust the riders’ 
cost of service to the quantity or mile- 
age of service they use. No other busi- 
ness, industry, or utility attempts to sell 
its product or service on a one-price 
basis regardless of quantity. Histori- 
cally, the transit industry’s one-price 
system is an outgrowth of the old 
5-cent fare which was sufficiently small 
from the customers’ standpoint but 
enough to yield earnings required to 
support the service. 

It may be, with the current decline 
in the value of money, that the 10-cent 
fare unit is not now too great for 


most customers, however short their 
ride. Certainly, however, the more 
that fares rise above 10 cents, the 
greater will be the tendency toward 
loss of profitable short riding and of 
“riding habit” in the area affected. Ac- 
tually, people have been brought, by 
long usage and custom over the years, 
to believe they are entitled to ride as 
far as they want on payment of a single 
fare. No person can seriously argue 
that if the price of sugar is 5 cents per 
pound they should also be entitled to 
5 pounds of sugar for the same 5 
cents if they happen to want 5 pounds. 
Any reasonable person who rides 5 
miles for 10 cents should well know 
he is getting a bargain which has no 
counterpart in any other business. 
Certainly, the longer ride costs and 
is worth more than a shorter one— 
a fact disputable only by those who 
would ride at the expense of others. 
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While the effect of zone fares is to 
make the long-haul rider pay more, it 
actually reduces discrimination against 
the short-haul rider, as previously 
pointed out. In addition, it should be 
borne in mind that while the long 
rider pays more, he has offsetting 
benefits. The long-haul riders for the 
most part are those traveling between 
outlying residential sections and the 
enter of business areas, Property 
values and taxes are less and living 
conditions much better in outlying 
and suburban areas. For these bene- 
fits, if they are willing to sacrifice the 
extra travel time involved, the ques- 
tion of transportation costs becomes 
relatively negligible. 


per authorities, be they 
municipal, regional, state, or Fed- 
eral, are representatives of the public, 
including the service companies, and 
appointed by elected officials. While 
they are supposed to be and generally 
are beyond the whims of ordinary 
politicians, they cannot help but give 
some consideration to political factors. 

Transit fares seem destined always 
to be a political football, perhaps 
more so than rates of other types of 
public service properties because the 
riders pay cash every time they use the 
service. Hence, the economics of the 
service or financial condition of the 
company are not always controlling 
factors. A flat increase in fares hits a 
tender spot in a large group of persons, 
most of whom are voters. 

A major advantage of the zone 
system of fare collection is that, while 
it makes the comparatively few long 
tiders pay their proper share of the 
cost of service, it benefits the greater 
number of short riders by not penaliz- 
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ing them with long-haul costs. While 
there may be protests from long riders, 
these should carry little weight in the 
face of the benefits to the greater num- 
ber of short riders. For the most part, 
long riders would understand the 
equity of the situation, at least to some 
degree. 

In some cases, zone systems, with 
zone limits correctly established, may 
permit the reversion to the popular 
5-cent rate at least on some parts of a 
property. Regulatory authorities, con- 
sidering a zone proposal, have the 
political advantage of being able to cite 
either a minimum or no increase in 
fare for the larger group of persons, 
possibly even a reduction for some, to 
offset the increases for the smaller 
number of long riders. The proposal 
of a zone system of fares might well 
make just the difference necessary to 
swing an adverse public and regulatory 
reaction into a favorable and codpera- 
tive attitude. 


Complications of Zone Fare 
Collections 


LG i ospesaneeoagers the difficulties 
and possible delays in the collec- 
tion of fares are one of the strongest 
arguments against zoning. While it 
must be admitted this complicates 
fare collection, nevertheless zone sys- 
tems have been, for many years, 
successfully operating here and 
abroad, showing that whatever diffi- 
culties exist are not insuperable and 
can be overcome. Managements have 
the choice of shouldering either (1) 
the extra troubles of zone fares, or, 
(2) the losses in traffic and earn- 
ings inherent in flat fare increases high 
enough to overprice short-haul service. 
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Actually, zone systems need not 
be overly complicated. Many lines 
may be equitably divided into no 
more than two fare zones. This may 
be accomplished with little added com- 
plications. Dividing a line into, for 
example, two 10-cent zones, A and B, 
with a ride from Area A to B and from 
B to A costing 20 cents, is accom- 
plished by having the passengers pay 
the 10-cent fare only as they enter the 
vehicle in the first zone area, and only 
as they leave the vehicle in the second 
area, Thus, on an inbound trip 
from Area A toward Area B riders 
boarding in Area A pay 10 cents 
as they enter and pay nothing when 
they leave, if still within the limits of 
Area A, but pay another 10-cent fare 
if they leave in Area B. Passengers 
boarding in Area B pay no fare as they 
enter the vehicle, but pay 10 cents as 
they leave. 


| the reverse direction, passengers 
boarding in Area B pay 10 cents as 
they enter and nothing as they leave, if 
still within that area, but pay an addi- 
tional 10 cents if they leave the vehicle 
in Zone A. Passengers boarding in 
Zone A pay nothing as they enter and 
pay 10 cents as they leave. It is also 
quite possible under this system to per- 
mit a fairly substantial overlapping 
zone limit area rather than a fixed sin- 


gle zone point. The one difficulty in this 
is that a person riding fully within the 
limits of the overlapping area may 
theoretically ride free if not noticed 
and identified by the operator. In 
some cases it may be preferable to ab- 
sorb a certain amount of loss due to 
some free riders within such an area 
rather than further to complicate col- 
lection. 

An example of an extended over- 
lapping area is in the case of a line 
operating for some distance on either 
side and through a business and shop- 
ping district. In this case two zones 
were established, each overlapping the 
other throughout the length of the 
downtown portion of the ride. This 
permitted persons to ride from either 
side of the district to any point within 
the business area for a single fare, but 
required that two fares be paid for a 
ride extending from a point beyond 
the business area on one side to a 
point beyond the business area on the 
other side. 


_— systems calling for more than 
two fare areas require passenger 
identification or a supplemental collec- 
tion taken up on the vehicle. Either of 
these methods may be employed quite 
simply in connection with the hereto- 
fore described 2-zone method using the 
2-zone system for adjacent areas of 


e 


free or nominal-price transfer from one service to another 


q “ON a property of any substantial size, facilities for the 


become avirtual necessity under a single over-all unit of fare. 
A sone system of fares may be designed in many cases so as 
greatly to reduce if not completely eliminate this require- 
ment, as sone limits may be placed at or adjacent to transfer 
points or service may be slightly rerouted to permit transfer 


at gone limit points.” 
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ZONE FARES FOR PASSENGER TRANSIT 


heaviest riding, and the supplemental 
collection or passenger identification 
in the relatively light fare zone. How- 
ever, it is not an undue hardship to 
have persons either pay the full fare 
to whatever their destination may be 
as they enter the vehicle, receiving an 
identifying receipt which is surrend- 
ered and checked by the operator as 
they leave. 

The simple process of checking 
such identifying receipts adds little or 
nothing to passenger discharge time. 
Similarly, persons may be presented 
as they enter the vehicle with a slip 
designating the zone within which 
they entered, and they will then pay 
whatever fare is required as they 
leave. It is true, however, that either 
of these methods calls for a double 
transaction between the passenger and 
operator for all riders, one as they 
board the vehicle, and one as they 
leave, and thus sacrifices the benefits 
derived from a wide separation of en- 
trance and exit facilities, 

It is a simple matter to integrate 
such special fares as ticket or token 
rates, or special nonrush hour fares, 
into a zone system, such special fare 
units simply taking the place of the 
unit of cash zone fare prescribed. 


N a property of any substantial 
size, facilities for the free or nomi- 
nal-price transfer from one service to 
another become a virtual necessity 
under a single over-all unit of fare. 
A zone system of fares may be de- 
signed in many cases so as greatly to 
reduce if not completely eliminate this 


requirement, as zone limits may be 


placed at or adjacent to transfer 
points, or service may be slightly re- 
routed to permit transfer at zone limit 
points, In addition, by holding the 
unit of fare to the minimum made 
possible by the zone system, the loss 
of free or nominal-price transfers 
becomes less objectionable to the rider. 
Public Service Codrdinated Transport 
of New Jersey has operated its wide- 
spread property under the fare zone 
system for many years without the 
use of transfers. However, there is 
nothing to prevent the use of free or 
nominal-price transfers under the 
zone system if required, the transfer 
being good for the fare required in the 
first zone ridden on the line to which 
the transfer has been made. 


Conclusion 


. may be fairly concluded that: (1) 
current economy of the transit in- 
dustry requires much more revenue 
than it can get from flat fares; (2) to 
improve and stabilize earnings, flat 
fare structures must give way to fare 
structures which reflect the length of 
ride and the cost of service; (3) with 
continuance of high costs, more and 
more transit systems must look for 
relief to zone fares; (4) transit man- 
agements would do well to start now 
to make necessary surveys looking 
toward a reasonable, equitable, and 
adequate fare zoning; (5) where 
fare zoning is needed to solve the 
revenue problem, codperation from 
regulatory authorities and approval 
on the part of the general public can 
be obtained by well-presented demon- 
strations of. the factors involved. 
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Civil Defense Begins at Home 


A description of steps being taken in one state to cope 
with the threat of wartime disruption to community 
life, including utility service. 


By C. E. WRIGHT* 


ExT to human lives, the quad- 
Neves services—power, water, 

communications, and transpor- 
tation—take first place in the plans 
of civil defense authorities through- 
out the country for protection against 
enemy attacks or sabotage in the 
event of war. All industrial property, 
and particularly that used for defense 
preparations, is vital, but without the 
utility services not even the plants en- 
gaged in strategic work will be able 
to operate; hence the importance that 
is attached to adequate preparations 
against damage to these utilities and 
the quick repair of such damage if it 
occurs. 

While all the states of the Union 
have organized or are organizing civil 
defense preparations under the broad 
program laid down sometime ago by 
the National Security Resources 
Board, this report has to do with the 
setup in Florida; not that Florida is 
of major importance industrially, but 


*For personal note, see “Pages with the 
Editors.” 
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because its 2,000 miles of shore line 
and its peninsular position, sticking 
out like a thumb into the Atlantic 
ocean and the Gulf of Mexico, make 
it especially vulnerable to enemy at- 
tack. Moreover, Florida was one of 
the first states to inaugurate its civil 
defense program, which got under 
way long before the Korean war 
brought its increased threat of Com- 
munist aggression against the United 
States. 


N November 21, 1949, Governor 

Fuller Warren of Florida initiat- 
ed action to prepare for the civil de- 
fense of the state. He enlisted the 
aid of Major General Mark H. Lance, 
Adjutant General of the Florida Na- 
tional Guard, and Colonel R. G. 
Howie, then commanding officer of 
the Florida Military District of the 
United States Army, to confer on a 
plan. The proposed plan was submit- 
ted to the governor on February 14, 
1950, and on April 4, 1950, the State 
Civil Defense Council was reactivated 
under a 1941 statute. 
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On July 1, 1950, the Florida civil 
defense program started to function 
under the directorship of Colonel 
Howie, who retired from the Army to 
take over these duties. As the state 
legislature meets only biennially, there 
were no funds immediately available 
for the work to be done, so state 
departments chipped in various 
amounts from their funds to get 
going. 

The state was divided into five re- 
gions—the Jacksonville area, with 16 
counties ; the Tampa region, 14 coun- 
ties; the Tallahassee region, 16 coun- 
ties; the Miami region, nine counties ; 
and the Orlando region, 12 counties. 
A regional director was appointed for 
each area, with general headquarters 
for the state located in Jacksonville. 
The codperating state agencies are the 
department of safety, the state road 
department, the state health depart- 
ment, the military department, the 
welfare board, industrial commission, 
and the railroad and utilities commis- 
sion. 

The boundaries of the five re- 
gions correspond to those of the 
state road department, which was 
thought to be of advantage in case 
of emergencies. 


= each regional director are 
county and municipal agencies, 
all of which have been charged with 
the duty of organizing their own lo- 
calities. During November and De- 
cember, Colonel Howie held meetings 
in the largest city in each region, at 
which he outlined the procedures to 
be followed. At these conferences 48 
of the 67 counties in the state were 
represented by a total of 519 persons. 
While some complacency, and even 
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apathy, has been encountered, particu- 
larly in interior areas, on the probable 
theory that “it can’t happen here,” the 
response otherwise from all groups 
has been wholeheartedly codperative. 

Questions have arisen as to the 
legal authority for some of the meas- 
ures which the State Civil Defense 
Council and its directors will be 
obliged to take in order to obtain com- 
plete compliance, and as broader pow- 
ers will be needed than the 1941 
Florida statute provided, this statute 
will be amended at the 1951 session of 
the legislature convening in April. A 
clause of the new bill gives the gov- 
ernor authority “to make such studies 
and surveys of the industries, re- 
sources, and facilities in this state as 
may be necessary to ascertain the 
capabilities of the state for civil de- 
fense and to plan for the most efficient 
emergency use thereof.” 

While nowadays public apprehen- 
sion is largely centered on atomic 
bomb attacks, the Florida group has 
been pointing out that the atom bomb 
is not the only potential threat. Con- 
ventional ground, air, and sea attacks 
and biological and chemical warfare 
must also be considered. 


nN the event of war, Russia’s sup- 

posedly meager supply of atom 
bombs might be conserved for areas 
of more military importance, but 
Colonel Howie has told his audiences 
that guided missiles have been mate- 
rially improved and can be launched 
in many ways and used at enormous 
ranges, and that rockets, armor-pierc- 
ing projectiles, proximity fuses, re- 
coilless hand-operated weapons, and 
biological agents and gases have 
reached such a stage of efficiency as 
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The Big Four in Utility Defense 


sal pe to human lives, the quadruplet services—power, water, 
communications, and transportation—take first place in the 
plans of civil defense authorities throughout the country for protection 
against enemy attacks or sabotage in the event of war. All industrial 
property, and particularly that used for defense preparations, is vital, 
but without the utility services not even the plants engaged in strategic 


work will be able to operate . . 


+ 
. 





to be possible carriers of much 
damage. 

“While we use the atomic bomb in 
our training and exercises,” says Colo- 
nel Howie, “it is done because it is the 
most destructive weapon known and 
not because we are ignoring or mini- 
mizing other possible forms of at- 
tack.” 

One of the possible forms of attack 
for an area with Florida’s long, ex- 
posed coast line is considered to be 
Russia’s huge submarine fleet, which 
may contain as many as 1,000 ships 
by the end of 1951, according to the 
most reliable reports obtainable from 
that country of mystery. 

“We must also recognize,” says 
Colonel Howie, “that an attack can 
come from within. That is and con- 
tinues to be a serious and constant 
threat. We have the constant possi- 
bility of sabotage, the destruction of 
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a vital bridge, the poisoning of cattle, 
the contamination of water, and many 
other subversive acts.” It is remem- 
bered that a German submarine land- 
ed a party of four saboteurs at Ponte 
Vedra Beach, below Jacksonville, 
headed by Lieutenant Walter Jaffe, 
who had spent twelve years in the 
United States and had assisted in the 
formation of the German-American 
Bund. All spoke English and were ac- 
quainted with American ways. They 
were later captured and executed. The 
coast of Florida was also the scene of 
some intensive submarine warfare on 
merchant ships. A deserted stretch 
near Cape Canaveral, above Cocoa, be- 
came a haven for German subs, which 
sunk many ships before an adequate 
antisubmarine campaign was perfect- 
ed. There are many stretches of al- 
most deserted beaches along Florida’s 
shores, and regardless of what steps 
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the government service branches take 
to guard them, the state civil defense 
organization will have spotting sta- 
tions every eight miles. 


A* of the possible forms of attack 
have been stressed by the defense 
authorities to impress upon vital in- 
dustries (particularly utilities) the 
need for the utmost vigilance against 
damage and the corresponding need 
for well-trained and codrdinated re- 
pair crews in the event that they are 
required to perform speedy acts of 
reconstruction. 

Instructions have been issued to all 
vital industries, with special emphasis 
on electric and water plants, trans- 
portation, and communications. Each 
one will be required to furnish an in- 
ventory of all establishments in critical 
areas. The state director wants to 
know what each one has, where it is, 
and what is available for aid, and what 
additional facilities, such as stand-by 
equipment, are needed to prepare for 
any emergency. All of these indus- 
tries also have been instructed in the 
training of their organizations and 
the carrying out of test exercises so 
that every man will know what he is 
supposed to do in an emergency. 

In the vital utilities, the field of 
communication is given first ranking 
in the Florida preparations, as pos- 
sibly it is elsewhere, because if there 
were devastation in any area, the tele- 
phone, telegraph, and radio would be 
the first resort in summoning aid. The 
Southern Bell Telephone & Telegraph 
Company, which has had considerable 
experience in coping with the damage 
done by hurricanes in Florida, is not 
only organizing its own crews for such 
an emergency as a bombing attack 
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might create, but is also assisting the 
small independent companies in the 
state in the building up of an over-all 
system that can spring into action 
whenever the need should arise. 


uT the defense authorities are not 
placing sole reliance on the tele- 
phone. If the telephone service should 
be disrupted, the intercommunicating 
radio systems of the police and fire 
departments will be used, and beyond 
that the amateur radio operators of 
the state will be organized. Walkie- 
talkie radio sets will also be provided 
as an added precautionary measure. 

Surveys are being made in each 
area to determine the amount and 
scope of present communications fa- 
cilities and to provide for supple- 
mentary stand-by facilities to be used 
in an emergency. Each community 
will have a communications division, 
headed by a director, who will have 
ready a complete plan of operations 
that can be put into effect immediately 
should occasion require. 

One of the most important features 
of the communications program is to 
establish a channel with the water 
pumping and supply stations so that 
control of water facilities can be in- 
sured, so far as possible, during and 
following an air raid. Field tele- 
phones will be established as one 
means to this end. The Civil Air Pa- 
trol Unit stationed in each community 
will also be alerted to keep guard over 
this all-important service. As a last 
resort, messengers traveling either by 
foot or by automobile will be used. 

An engineering corps, consisting of 
skilled workers in various fields, has 
been organized to codrdinate the 
general civil defense plans with those 
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in the various individual plants. 

“Likely points of attack in the event 
of enemy action,” says an instruction 
sheet on this subject, “will include 
vital industrial plants, water supply 
systems, railroads, bridges, gas, elec- 
tric power, and communications plants 
as well as other facilities.” 

As part of a mobile battalion, there 
will be, for example, an installation 
and repair service, which will include 
teams with special knowledge of utili- 
ties, water supply, and heavy con- 
struction. 


Wie supply is acknowledged to 
be one of the most vital factors 


in the event of an attack. Provisions 
for protection include guarding 
against chemical contamination, or 
other pollution, creation of an alter- 
nate supply system to be ready for use 
in case the main system is put out of 
commission, and the acquiring of 
stand-by equipment that can quickly 
be pressed into service if regular 
equipment fails. A no less important 
provision is that crews be organized 
so that valves can be shut off at once 
should all available water be needed 
for fire fighting. There will be a list- 
ing of all private water systems and 
swimming pools that could be used in 
an emergency. The inventory will also 
include water and milk tank trucks 
which could be used for transporting 
water. Sewage facilities are being 
surveyed along with the water supply 
survey. 

Electric power plants have been 
particularly cautioned to provide 
stand-by equipment for use in an 
emergency. There are five private 
power companies supplying electricity 
FEB. 15, 1951 


to Florida consumers, also nearly 30 
municipal electric departments, and 
15 REA codperatives. Only a few of 
the municipals and codperatives gen- 
erate their own power; hence, the 
major job of protecting Florida’s 
power supply falls on the private 
companies. Florida is much more 
largely dependent on electricity than 
on gas. 

Auxiliary equipment which can be 
rushed into quick action if need be is 
stressed as a “must.” Gasoline filling 
stations will be urged to supply them- 
selves with hand pumps so that the 
electrically operated pumps will not be 
out of commission, as automobiles will 
be an important factor in any rescue 
or rehabilitation work in a stricken 
area. Florida gasoline stations, how- 
ever, have had experience in this sort 
of thing because of the power failures 
that are caused by severe storms. 


‘T= importance of battery-operat- 
ed equipment in an emergency is 
illustrated by an incident which might 
have had fatal consequences during a 
power failure in Jacksonville some 
months ago. To save a patient’s life, 
the use of a pulmotor was required in 
one of the hospitals. The batteries that 
were immediately available were not 
strong enough to operate the pump, 
which had to be operated by hand un- 
til other equipment could be found. 

The importance of electricity in the 
preservation of perishable foods is 
also being stressed in Florida. During 
prolonged power failures, which some- 
times have lasted for days, food stores 
have used dry ice, but if the supply of 
dry ice also failed, the situation would 
prove serious until supplies were 
brought from other areas. 
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Electric power companies, recog- 
nizing the importance of being fully 
prepared for any emergency, are or- 
ganizing their employees and their fa- 
cilities for any contingency. For ex- 
ample, in Jacksonville, which is bisect- 
ed by the wide St. Johns river, de- 
struction of the two bridges which 
carry all traffic from one side of the 
city to the other would create a prob- 
lem, provided also that the underwa- 


tion as this, the Jacksonville Electric 
Department will have barges which 
could be used to transport auxiliary 
equipment over the river. 

Test exercises to try out all means 
of overcoming the effects of air raids 
or other war devastation will be car- 
ried out during the coming months by 
the director of civil defense so that 
every man, woman, and child, and the 
vital utility industries in particular, 


will know just what to do if war 
should strike this continent. 


ter cable was also destroyed. To pro- 
vide for even such an extreme situa- 





The Blessing of Electricity 
ell achievements of the masters of the science of elec- 


tricity have increased the length of our days and years 
of life and the ‘blessings of life’ and in making life more abundant 
for all people. Electricity has brought advances of great conse- 
quence in the treatment of disease and bodily ills, and further 
progress is looked for in the not too distant future. Emancipation 
through modern electric conveniences from the slavery of toil 
and drudgery in the everyday household, that took much of the 
time and joy out of life in former years, has given a new and 
encouraging meaning to our present-day civilization. Some 
of the electric controls in common use are almost of human 
intelligence in their action. Electric conveniences have clearly 
tended toward the moral and spiritual uplifting of the human 
race by creating cheer and giving more time and opportunity 
for accomplishment of good. 

“The hope and prayer has been expressed, which seems to 
be the most that can be done at present, that the unspeakable 
horrors of destruction the efforts of genius have put in the 
hands of men, will in course of the near future operate to pre- 
vent nations from attacking one another. The fear of revenge- 
ful retaliation in kind, that all countries are physically exposed 
to, and cannot escape, is the hope that will cause the atom 
bomb, and similar means of desolation, to be a blessing, by 
ending war for all time.” 

—A. C. WEBBER, 
Former chairman, Massachusetts Depart- 
ment of Public Utilities. 
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Thoughts on Depreciation 
Accounting 


“Depreciation,” derived from Latin words meaning loss of 

value or price (“pretium”), has provided perhaps the most 

stubborn area of controversy, both theoretical and practical, 

in the entire field of public utility regulation. These two well- 

known authorities review here various facets of the problem and 

venture suggestions for sound conception and logical accounting 
approach. 


By J. RHOADS FOSTER anp BERNARD S. RODEY, JR.* 


HE principal special purpose 

meanings of “depreciation” may 

be indicated by the illustration 
of a man who bought a new home in 
1938 for $12,000. He rented it to a 
tenant and in reporting to the govern- 
ment his taxable income from the 
property he took an annual deprecia- 
tion allowance of $250, calculated on 
a straight-line basis, for the $10,000 
investment in the house with an esti- 
mated 40-year life, excluding $2,000 
for the lot on which no depreciation 
was taken. 

After ten years, in 1948, the owner 
sold the property for $19,000. The 
purchaser arrived at his $19,000 offer 
by estimating the cost of buying a sim- 

*Copyright 1951, by Prentice-Hall, Inc. Se- 
lected excerpts from Public Utility Accounting, 
by J. Rhoads Foster and Bernard S. Rodey, 
fr. shortly to be published by Prentice-Hall, 
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ilar lot at $3,000 and the cost of build- 
ing a comparable house in 1948 at 
$22,000, or a replacement cost of $25,- 
000. From this estimated replacement 
cost of $22,000 for the house he de- 
ducted $6,000 as “depreciation.” The 
$6,000 included $2,000 because of the 
impaired physical condition of the 
house and $4,000 because of less mod- 
ern design and the shorter life expect- 
ancy of a 10-year-old house. 

In this situation, both depreciation 
and appreciation were experienced 
during the 10-year period. The excess 
of appreciation over depreciation was 
$7,000, so that in the primary sense of 
the term there was no net depreciation. 


Appreciation 


’ | ‘HE net appreciation of $7,000, ex- 
perienced in this illustration, re- 
flects the fact that the general price 
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level approximately doubled over the 
period from 1938 to 1948. Apprecia- 
tion is an increase in the present worth 
of an asset from any cause, including 
a decline in the value of money, a de- 
cline in the cost of money—+.e., the 
interest rate—an increase in the cost 
of replacing the given asset, an in- 
crease in the demand for the services 
available from use of the asset, or any 
increase in its comparative productiv- 
ity. Property which has depreciated 
may, therefore, appreciate with 
changed conditions. Appreciation 
equal only to the depreciation of 
money is no real offset to depreciation 
in the sense of a decline in the com- 
parative productivity. There is no real 
appreciation over a period of time un- 
less the dollar increase in value is in 
excess of the shrinkage in the size of 
the dollar, just as there is no real de- 
preciation over a period of falling 
prices unless the decline in dollar value 
is in excess of the increase in the size 
of the dollar unit of measurement. 


Actual Depreciation 


| pony level changes and changes in 
cost of replacement are often by 
definition excluded as bases of depreci- 
ation in special purpose meanings, even 
though it is obvious that the cost of 
replacement of the same or a substi- 
tute unit of property influences the 
economic life of the unit in use and 
thus its depreciation. 

Thus, in the house illustration, when 
adjustment was made for the change 
in the size of the dollar unit of meas- 
urement, depreciation in fact, or “ap- 
praisal depreciation,” did exist. The 
“appraisal depreciation” was $6,000, 
measured as the difference in value as 
of 1948 between the existing old asset 
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and a hypothetical new asset taken as 
a standard of comparison. The unde- 
preciated value is measured by the cost 
of the most economical new asset avail- 
able for performing the service which 
the old asset is expected to perform. 
The depreciation is the comparative 
inferiority of the old asset ; the meas- 
ure of depreciation is the difference in 
value of the property in use and a new 
unit of property as of the same date. 
The appraiser has adjusted for the ef- 
fect of price changes, since the exist- 
ing old asset and the hypothetical new 
asset are composed in terms of the 
1948 purchasing power dollar." 

In regulatory practice the cost of 
constructing the identical property at 
current prices (reproduction cost new ) 
frequently has been used as the stand- 
ard of comparison instead of an al- 
ternative property reflecting available 
technological improvements. 


Cost Amortization 
say, 3B _sonmesger endl is thus an eco- 
nomic phenomenon which ac- 
countancy recognizes in the determi- 
nation of periodic income and 
therefore for the development of 
accounting standards and practices. 
Since the cost convention is generally 
accepted in accounting (Chap 1), rec- 
ognition of depreciation as an eco- 
nomic fact takes the form of cost 
amortization or assignment of the 
costs of fixed assets against the rev- 
enue of accounting periods (Chap 7). 
The appropriately amortized cost or 
accounting provision for depreciation 
in the house illustration was $2,500. 
The cost to be amortized over the use- 
ful life of the asset was $10,000; 


1 The ago of Property, by James C. 
Bonbright, Vol. 1, 1937, pages 183-185. 
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amortization in equal annual amounts, 
with one-quarter of the estimated life 
elapsed, indicates the $2,500 require- 
ment. 

The replacement cost of a compara- 
ble house was $22,000. Amortization 
of the replacement cost is required if 
the purchasing power of the original 
investment is to be maintained unim- 
paired. If the amortization of this 
replacement cost had been in equal an- 
nual amounts, the amortized replace- 
ment cost would have been $5,500. 

The amounts of “depreciation” to 
be reflected for each of the special 
purpose meanings therefore would be 
as follows: 


$6,000 
2, 


Appraisal depreciation 

Impaired physical serviceableness .. 
Appropriately amortized cost 
Appropriately amortized replacement 


It is obvious that these divergent 
amounts reflect the use of special pur- 
pose concepts and that they are not 
appropriately substitutive for each 
other. 


Business Risk and Uncertainty 


HREE general levels of risks and 
uncertainty exist as to the pros- 
pect of decline in the service value of 
productive assets. Each is or should 
be recognized, although in a different 


q 


= 


manner or form, in public utility ac- 
counting and rate making.* 

The first general level of risks in- 
cludes those, such as the probability 
of loss by fire, which are susceptible 
of calculation, quantitative measure- 
ment, or estimate. Risks at this level 
are economically provided for by in- 
surance and are commonly insured. 

The second level of risks and un- 
certainties includes those which may 
not be economically insurable, al- 
though the probability of loss may be 
estimated on the basis of past experi- 
ence and informed judgment. Uncer- 
tainties of this order are provided for 
in public utility accounting by charges 
to depreciation expense, above the line. 

The third level of risks and uncer- 
tainties arises from a host of known 
and unknown contingencies, events 
which are only possible or which may 
occur at an unpredictable time or un- 
certainties with unpredictable effects. 
This level of uncertainties includes 
those which arise from all the unpre- 
dictable improvements in the arts or 
technology of providing service, un- 
predictable changes in markets, and 
imposition of public requirements. 


2 See David A. Kosh, “Uncertainty and the 
Provision for Depreciation in the Public Util- 
ity Industries,” The Journal of Business (Uni- 
versity of Chicago), Vol. XVI, No. 4, October, 
1943, page 209. 


“WHEN casualties and obsolescence as causes of deprecia- 
tion are so unforeseeable that there is no reasonable basis 
upon which accounting provision may be made for the con- 


tingent cost, they may be considered generally as elements 
of the general risk and uncertainty incident to carrying on 
the business. Compensation for such hazards is (or should 
be) provided by rate regulation in the allowance in the fair 
rate of return over and above pure interest and compensa- 
tion for investment management.” 
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Striking illustrations of the effects 
of unpredictable causes of depreciation 
may be found in the history of the 
railway, urban and interurban transit 
industries. Other utilities have not 
been and probably will not be exempt 
from similar experiences. 


WICE within a generation the 

progress of science has necessi- 
tated the entire reconstruction of the 
Third Avenue Railway—first, by in- 
stallation of the cable system, and sec- 
ond by electrification, and that prog- 
ress possibly will hereafter be 
repeated. The subsequent history of 
the Third Avenue and other urban 
railroads suggests that supersession 
and the scrap heap is an actual alterna- 
tive to “entire reconstruction.” 

When casualties and obsolescence 
as causes of depreciation are so un- 
foreseeable that there is no reasonable 
basis upon which accounting provi- 
sion may be made for the contingent 
cost, they may be considered generally 
as elements of the general risk and 
uncertainty incident to carrying on the 
business. Compensation for such haz- 
ards is (or should be) provided by 
rate regulation in the allowance in the 
fair rate of return over and above pure 
interest and compensation for invest- 
ment management. The depreciation 
reserve is not an investment insurance 
reserve. 


Actual Depreciation 


Apres depreciation, or “loss in 
service value,” if not interpreted 
strictly in the light of the accounting 
purpose of the system of accounts defi- 
nition, connotes the loss or decline 
in value of property in its particular 
use. Depreciation is an economic fact, 
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the loss in value of the property of a 
going concern as compared with the 
value new of a plant capable of equal 
service. As applied to productive as- 
sets of a going concern, decline in value 
means a decline in the present worth, 
expressed in comparable monetary 
terms, of the expected future produc- 
tivity of such assets. The services 
available from productive assets are 
reflected in either or both the produc- 
tion of revenue and the reduction or 
avoidance of expenses. Therefore, the 
measure of future productivity is the 
capacity for production of income— 
the difference between revenue and op- 
erating costs each being expressed in 
comparable dollars. 


) D gisesineryee not expected to be 
restored by maintenance may re- 
sult from both physical and functional 
causes, although functional causes 
often are relatively more important. 
As in the case of physical deteriora- 
tion, depreciation from functional 
causes is normally accrued in some de- 
gree in an operating property, because 
avoidance of such depreciation by 
either excessive maintenance or ac- 
celerated retirements would be a 
waste of remaining utility of plant 
units retired and parts replaced. 

The economical condition of new- 
ness of an operating property is de- 
termined by (1) the present economy 
of making or not making replacements 
of units and (2) the immediate or 
early prospect of advancement in the 
art or the design of the particular unit. 

The present economy of retiring or 
not retiring a unit of plant in a given 
use is determined by comparison of: 


(a) The greater periodic operating 
expenses and mounting maintenance 
FEB. 15, 1951 
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The Rate Base Need Not Correspond to Fair Value 


66 A CONCEPT of FAIR VALUE is necessary as a starting point in the 

process of rate regulation, if the long-term public interest is 

to be served, but the rate base need not correspond to that fair value. 

Rate base and rate of return may be merely parts of a formula designed 

to provide a prospective return, the capitalized value of which is fair and 
economically adequate to accomplish its intended purpose.” 





expenses of the old unit (not includ- 
ing further provision for depreciation), 
plus the return from an alternative use 
of the asset or available on its value 
as scrap; with 

(b) A compensatory return on the 
cost of an available new unit capable 
of supplying the same service, plus its 
lower operating expenses and mainte- 
nance, including provision for depreci- 
ation. 


HEN the operating and mainte- 
nance expenses (excluding fur- 
ther depreciation provision) incident 
to an old unit plus the annual return 
on its value as scrap or in an alterna- 
tive use are equal to or in excess of 
the operating and maintenance ex- 
penses (including provision for depre- 
ciation) plus a compensatory return 
on an available new unit, the old unit 
is fully depreciated and is economical- 
ly replaceable in the given use. 
It is obvious that the present econ- 
omy of making or not making a re- 
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placement of plant is in part deter- 
mined by the relative utilization of 
plant capacity. The time of economical 
retirement of plant tends to be post- 
poned by either a decline in prospective 
utilization of the given capacity (with 
a consequent relative reduction in op- 
erating expenses) or by an increase 
in the cost of constructing or acquiring 
substitute productive facilities (with 
consequent higher annual costs of the 
new facilities). 

The depreciation in fact accrued in 
property at any given time is not, in 
general, proportionate with either pas- 
sage of time or amount of use. 


HE effect of certain causes of 

physical deterioration may be sub- 
stantially proportionate with use, 
while the effect of other such causes 
may be substantially proportionate 
with the passage of time. For example, 
the physical deterioration of a class of 
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poles worn out in service may tend to 
be proportionate with the passage of 
time. 

Rot or insect attack, however, 
may not be present in the early years 
of life but may develop rapidly when 
once under way. Actual depreciation 
from these causes does not vary direct- 
ly with units of service, since the phys- 
ical causes of retirement of such a 
class of poles tend to be independent 
of the amount of service rendered. 


paw may be retired because of ex- 
tensions of underground construc- 
tion, widening of highways, civic 
improvements, a growth of load re- 
quiring the substitution of larger poles, 
etc. 

The incidence of these functional 
causes of depreciation is not in pro- 
portion to either use or the passage of 
time. 

Similarly, machines of obsolete 
design “lose service value” when 
more efficient and economical machines 
are designed, developed, and made 
commercially available. Distribution 
facilities may become inadequate in 
capacity with an increase in number of 
customers or when customers install 
additional utilization equipment. Over- 
head distribution lines “lose service 
value” when a public body of com- 
petent jurisdiction requires that they 
be replaced with underground con- 
struction. The incidence of these func- 
tional causes of depreciation is not 
characterized by any reliable relation- 
ship with either the passage of time 
or number of units of service supplied ; 
depreciation from functional causes 
exists only at the time of and to the 
extent that the functional changes are 
in prospect. 
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Depreciation and Rate Regulation 


) F ctercepaiay in the sense of loss of 
value or decline in capacity of 
plant to produce a return is the same 
for the properties of regulated and un- 
regulated enterprises. The meaning of 
value and of loss of value is the same 
for managerial, investment, and gen- 
eral business purposes. 

For the purpose, however, of deter- 
mining returns which are fair and rea- 
sonable for regulated enterprises, 
“value” does not have the same mean- 
ing as for general managerial and 
investment purposes or in the case of 
unregulated enterprises. The value 


which is fair and reasonable as an “end 
product” of the process of rate regu- 
lation,* excludes those economic values 
which are unfair if they reflect the ad- 
vantage of an existing monopoly in 
fact. A principal purpose of regulation 
is to deny to utilities opportunity to 


earn monopoly returns. The tests and 
measures of the fair value of utility 
property must be independent of the 
existing value of the property in its 
general economic sense, but should not 
be independent of the economic value 
of the properties of competitive enter- 
prise whose productive uses are subject 
to corresponding risks and hazards. 
For the purpose of rate regulation, 
therefore, the meaning of depreciation 
as an economic fact is limited by the 
definition of “value” so as to exclude 
that value which is unfair because in- 
consistent with the state’s protection 
of the economic interests of the public. 
Depreciation is a loss or decline of val- 
ue; value and depreciation are each 
subject to the same concept of fairness. 


8 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 88 L ed P33, 51 
PUR NS 193, 64 S Ct 281. 
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A concept of fair value is necessary 
as a starting point in the process of 
rate regulation, if the long-term public 
interest is to be served, but the rate 
base need not correspond to that fair 
value. Rate base and rate of return 
may be merely parts of a formula de- 
signed to provide a prospective return, 
the capitalized value of which is fair 
and economically adequate to accom- 
plish its intended purpose. 


| aes of the rate base thus may 
reflect original cost of existing 
used and useful property, amounts pru- 
dently invested, historical cost, cost of 
reproduction, or some mixture of un- 
like and noncomparable dollars. Ac- 
crued depreciation, expressed in orig- 
inal cost dollars, generally of larger 
size, or in dollars of present-day value, 
may or may not be deducted from total 
cost in fixing such a rate base. It is the 
value of the end result which is the 
product of the rate base and rate of 
return in combination with each other, 
which is subject to the significant 
criteria and tests of reasonableness. 

It is apparent, therefore, that the 
policies and practices of regulatory 
authorities may be specific causes of 
depreciation or appreciation in the 
values of the properties of regulated 
enterprises. Regulatory processes can 
cause utility properties to depreciate 
by limiting prospective returns to 
amounts inadequate to induce invest- 
ment on reasonable terms or maintain 


the fair value of past investment. The 
contrary may be the result under other 
circumstances. 


The Accounting Concept of 
Depreciation 


aes the purposes of traditional ac- 
counting, “depreciation” is defined 
in terms, not of value but of cost and 
in terms of past, experienced cost, not 
current cost. Depreciation accounting 
as such is not concerned directly with 
any aspect of the value of productive 
assets. It is primarily concerned with 
the assignment of the past costs of 
fixed assets against the revenue of each 
of future accounting periods for the 
purpose of determining a conventional 
periodic income. 

This specialized meaning assumes a 
rate of progression of “depreciation” 
which is dictated by the choice of meth- 
od of regular or systematic distribu- 
tion of asset costs against the revenue 
of accounting periods. The amount of 
depreciation accrual reflected at any 
time is predetermined in substantial 
part by the method of amortization 
selected. 

In accounting generally the cost thus 
distributable is cost to the accounting 
entity. The cost convention, generally 
accepted in accounting thus limits the 
meaning of “depreciation” to that of a 
word of art in accountancy. The cost 
convention requires that assets be re- 
corded at the dollars of initial cost to 
the business entity and the amortizable 


2 


of identifying and recording economic cost. These limita- 


q “ACCOUNTANCY as an art has distinct limitations as a means 


tions should be recognized in the interpretation and use of 


accounting results by managements, investors, and regula- 
tory authorities.” 
FEB. 15, 1951 
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costs are the dollars thus recorded, or 
which should be so recorded. 

In public utility accounting, how- 
ever, “depreciation” has been given an 
even more specialized meaning; 1.e., 
amortized cost to the person first de- 
voting the property to a public service 
instead of cost to the enterprise. 


Accounting Terminology 


HE concept of asset costs amor- 

tized or charged against the rev- 
enue of accounting periods is far 
removed from the economic meaning 
of “decline in value” and is not readily 
inferable from this common usage. 
“Depreciation” is therefore for ac- 
counting purposes a term of art. A 
report of the American Institute of 
Accountants Committee on Terminol- 
ogy, in October, 1942, put it this way: 


It must be admitted that the use of 
the term in accounting is unsatisfac- 
tory, since it is applied in its normal 
sense to some assets, such as market- 
able securities, and in a specialized 
sense to others, such as fixed capital 
assets. Moreover, the specialized sense 
differs not only from the colloquial 
sense but also from the sense in which 
the term is used in engineering, and 
is far removed from the root meaning 
of the word itself. Therefore, if re- 
luctance to accept temporary incon- 
venience in order to achieve permanent 
clarification stands in the way of the 
substitution of a more descriptive term, 
it may be said that the profession at 
least owes it to the public to define 
with reasonable precision and clarity 
the meaning of the word when used 
as a term of art in accounting. 


Controversy and confusion would be 
reduced if accountancy was definitely 
and clearly to abandon the use of the 
economic term “depreciation,” substi- 
tute the term “cost amortization” and 
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thus avoid any implication that the re- 
sults of conventional allocation of asset 
costs measure loss or decline of value. 


HE earlier terminology was better 

adopted to accounting and regula- 
tory purposes. To illustrate, the uni- 
form system of accounts adopted by 
the New York commission in 1908 
used the term accrued amortization of 
capital to characterize the reserve; in 
1923, it was called retirement reserve; 
in 1934, depreciation reserve; and in 
1940, reserve for depreciation of elec- 
tric plant. 

The term retirement reserve, used 
in the classification of accounts rec- 
ommended by the National Asso- 
ciation of Railroad and Utilities Com- 
missioners in 1922, had been adopted 
in a definite attempt to avoid the eco- 
nomic connotations of “deprecia- 
tion.””* 

It is unfortunate therefore that the 
term “depreciation” has now been uni- 
formly imposed upon utility account- 
ing by force of regulatory authority. 
Independently of regulated accounting 
the term probably is now too deeply 
embedded in accounting terminology 
to permit its abandonment. The ac- 
ceptable alternative is a general and 
clear recognition of the distinctions be- 
tween the special purpose meanings of 
“depreciation,” so that the implications 
which result from substitution of one 
meaning for another may be avoided. 
Giving “amortized cost” the name of 
“depreciation” does not make it depre- 
ciation or a measure of depreciation 
in fact. 


4“The Commissioners’ Uniform Classifica- 
tion of Accounts,” address by George C. 
Mathews, before the accounting section, Na- 
tional Electric Light Association, proceedings, 
1922, page 265. 
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Maintenance of Capital 


Re" the investor’s point of view a 
principal purpose of accounting 
provision for depreciation is to main- 
tain the integrity of the capital in- 
vested in the enterprise.* The investor 
expects not only an annual return on 
his investment but also that the enter- 
prise through which he had invested 
will recover the principal amount of 
his investment over the period of pro- 
ductivity of the fixed assets to which 
it is committed. 

A public utility has a legal obliga- 
tion to supply service and its expendi- 
tures for plant must be made before 
operations may commence. The costs 
of constructing or acquiring plant are 
almost the first costs incurred in sup- 
plying service—an extreme example of 
“out-of-pocket” costs. Since almost 
without exception operating plant has 
a limited useful life, the plant costs 
must be recovered by charges against 
revenue if the enterprise is to maintain 
a favorable credit standing. 

Systematic amortization during the 
useful life of the assets serves both the 
accounting purpose of assigning the 
periodic costs of operation and the pur- 
pose of maintaining the “integrity of 
the investment” within the enterprise. 
Obviously, the “cost” is not returned 
to the investor as such except upon 
liquidation, partial or total; it is the 
enterprise which recovers the cost of 
the asset retired. It is the management 
of the enterprise which is burdened 
with the responsibility of maintaining 
the integrity of the investment in so 
far as the law may permit it to do so. 

The statement that the purpose of 


5Lindheimer v, Illinois Bell Teleph. Co. 
(1934) 292 US 151, 78 L ed 1182, 3 PUR 
NS 337, 54 S Ct 658, 
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depreciation accrual is to maintain the 
“integrity of the investment” in the 
enterprise does not indicate, however, 
whether it is the purchasing power in- 
tegrity of the investment which is to 
be maintained or merely the number 
of nominal dollars of investment. 


yy sometimes is contended that de- 
preciation expense is not provision 
for replacement, that property often 
is not replaced, and that the amortiza- 
ble cost is the same regardless of 
whether there is intention or prospect 
of replacing the asset.® 

Advocates of replacement cost as the 
basis of the accounting provision urge, 
however, that real capital maintenance 
should be the purpose of provision for 
depreciation.” Replacement cost of 
productive assets, or some other kind 
of cost which reflects changing price 
levels, sometimes has been provided 
for in the accounts of business corpo- 
rations, although regulatory rules now 
generally preclude such accounting 
provision by public utilities to main- 
tain the actual integrity of the invest- 
ment. 

It may be apparent that maintenance 
of the integrity of invested capital in 
terms of a number of dollars equal to 
the economic sacrifice originally made 
does not necessarily assume replace- 
ment in kind or by an asset of the same 
type. It assumes replacement by any 
assets (possibly cash) of equal pur- 


6 Report of committee on depreciation, Na- 
tional Association of Railroad and Utilities 
Commissioners, 1943, 

7Lewis H. Kimmel, Depreciation Policy 
and Postwar Expansion, The Brookings In- 
stitution, 1946, page 45. See Henry W. 
emg Stabilized Accounting (1936), and 
Fritz Schmidt, “The Basis of Depreciation 
Charges,” Harvard Business Review, Vol. 8 
(1930), page 257. 
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hasing power. The integrity of the 
investment is not maintained if an in- 
restment of 1,000,000 100-cent dollars 
is “returned” in the form of 1,000,000 
50-cent dollars and the investor must 
provide 1,000,000 additional dollars 
to replace the retired property with a 
property of equal productive capacity. 

Accountancy as an art has distinct 
limitations as a means of identifying 
and recording economic cost. These 
limitations should be recognized in the 
interpretation and use of accounting 
results by managements, investors, 
and regulatory authorities. 

A disposition on the part of some 
regulatory authorities to misconstrue 
the relation of accountancy and regu- 
lation and to make regulation a slave 
to accounting limitations rather than 
tomake accounting an effective aid to 
the economic purposes of regulation, 
has caused unfortunate confusion and 
animpairment of the larger social, eco- 
nomic purposes of regulation. 


At who use reports of the financial 
results of operations should un- 
derstand that real operating income is 
overstated if the provision for depreci- 
ation is insufficient to maintain the 
purchasing power of the investment 
and is understated if the provision is 


more than sufficient to care for needs. 

The long life of public utility assets 
makes the problem of real capital 
maintenance more acute for public 
utilities than for industrial and com- 
mercial enterprises generally. The du- 
ration of the lag in adjustment of book 
cost to a new level of replacement cost 
and the amount of the difference be- 
tween book cost and replacement cost 
are each significant. A given differ- 
ence between book cost and replace- 
ment cost has a greater significance if 
productive assets are replaced on the 
average once in twenty years than if 
replaced on the average once each year. 

The prospect that the general price 
level will continue to be substantially 
higher again presents for considera- 
tion the inherent economic validity of 
provision for depreciation on a basis 
adjusted for the change in the pur- 
chasing power of money. It may be 
necessary to accept the disadvantages 
of procedures which do not provide 
numerically precise and definite re- 
sults, in order to (a) reflect more 
realistically the present cost of the 
service, (b) avoid the uneconomic sub- 
sidizing of present service by past 
costs, and (c) avoid a more substantial 
repricing of these services when exist- 
ing plant is replaced. 





cé HERE is considerable talk about Capitalism and keeping 

our freedom. It is important, therefore, that people 
understand business and its operations, and know something 
about the people who operate the industries, and also about the 
union leaders. The best means of bringing this knowledge to 


the people is the newspaper... . 


“It would let the people know what makes the leaders and 


the people in these fields tick.” 


—Harry MONTGOMERY, 
General business editor, 
The Associated Press. 
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Washington and the 
Utilities 
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The Phillips Case Again 


HETHER the Federal Power Com- 

mission will or will not change its 
mind again, about reopening the Phillips 
Petroleum Case, is causing quite a bit of 
speculation in regulatory circles. A num- 
ber of Senators from the gas-consuming 
states, including Republican Senator 
Wiley of Wisconsin, have written to the 
FPC to reconsider its decision of last 
December to postpone “indefinitely” fur- 
ther hearings on the Phillips Case. On 
the other hand, a reopening of this case 
would be all that was needed to start 
the southwestern state Congressmen off 
on another campaign to pass a new ver- 
sion of the Kerr Bill, which was vetoed 
by President Truman after passage 
through the 81st Congress. 

The FPC is thus caught in the middle 
on a ticklish proposition. When the FPC 
decided to shelve the Phillips Case “in- 
definitely” by a 3-to-1 decision last De- 
cember, the action was generally viewed 
as a smart move to keep the rambunctious 
82nd Congress from opening up the 
Kerr Bill issue again. The Kerr Bill 
would oust FPC from exercising any 
jurisdiction over independent gas pro- 
ducers and gatherers. The Phillips Case 
involved the question of whether the FPC 
wanted to go ahead with the exercise of 
such jurisdiction over independent pro- 
ducers. 

The U. S. Supreme Court already has 
said that the FPC possesses such author- 
ity but the FPC so far has declined volun- 
tarily to test the same in any major 
proceeding. The Phillips Case would 
probably result in such a test. The con- 
sumer state Senators, judging from 
Senator Wiley’s letter which appeared in 
the Congressional Record ot January 


23rd, are complaining that the failure of 
the FPC to curb field prices for natura 
gas is costing the consumer money and 
will cost a lot more, while at the same 
time tying the hands of state regulatory 
authorities. 


HE southwestern Congressmen, on 
the other hand, were just about get- 
ting fixed to spring a new version of the 
Kerr Bill without any help from the FPC. 
As stated before, if the Phillips Cas 
breaks open again, temperatures will be- 
gin to rise under a Kerr Bill or some 
similar bill with a different name. Their 
side of the story is that new discovery 
and production already are being re 
strained by threat of Federal regulatory 
intervention. Furthermore, they point 
out that the recent decision of the U. S. 
Supreme Court (in the Kansas field gas 
case) gives the states permission to fix 
minimum gas prices, so that some of the 
states might now decide to boost the price 
of gas production or even cut down the 
supply altogether with severance taxes. 
Better, they say, a little higher price 
for gas in the field, than no assurance of 
gas at all at the consumer end, some years 
hence—after all these new pipelines have 
been laid out and dedicated to public 
service from the rock-bound coast of 
Maine to the sun-kissed shores of the 
coastal tidelands. Some members from 
gas-producing states even think the 
President might be constrained to sign 
another Kerr Bill if Congress passes one 
in the light of this new situation. Nobody 
has yet suggested the gas Congressmen 
could override a veto. But there have 
been murmurings along that line, with 
the cautious observation, “We'll cross 
that bridge when we get to it.” 
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WASHINGTON AND THE UTILITIES 


Anyway it’s figured, the FPC has a 
tough nut to crack in the Phillips Case. 
The vote of FPC Chairman Wallgren 
could be decisive, in view of the 3-to-1 
decision to postpone the case last De- 
cember when Commissioner Draper was 
absent. 


n the foregoing discussion, it belatedly 

occurs that it might be lese majesté 
to imply that pressure, politically or 
otherwise, could have any effect whatso- 
ever upon the swift completion of the 
appointed rounds of a quasi judicial 
regulatory tribunal, such as the FPC. 
But the notion prevails that it sometimes 
helps to have your Congressman on your 
side. For instance, 2-day hearings were 
held on January 18th and 19th to de- 
termine whether the construction of three 
dams by the Brazos River Conservation 
and Reclamation District would affect 
the interests of interstate or foreign 
commerce on the Brazos river in Texas. 
Senator Tom Connally (Democrat, 
Texas), chairman of the Senate Foreign 
Relations Committee, made an appear- 
ance and the commission reportedly 
heard from other Texans, notably Speak- 
er Sam Rayburn. 

The usual fussing around with an ex- 
aminer’s opinion was dispensed with and 
the decision was handed down on Janu- 
ary 25th—a record time of six days— 
little more than a year after the case was 
filed in January, 1950. The Texas district 
was relieved of the necessity for obtain- 
ing an FPC license (Buchanan dissent- 
ing). It could be, of course, the issues, or 
something, were more clearly delineated 
in this Brazos case. 


* 
FPC Approves Roanoke 


License 


ESPITE the fine needle work in the 

foregoing paragraph, the FPC rec- 
ord over the past fortnight shows an 
outstanding example of a regulatory 
agency standing up to some pretty forth- 
tight arguments presented by Washing- 
ton’s revered VIPs. This was seen in the 
unanimous (5-to-0) action taken by the 
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commission on January 26th approving 
its examiner’s report recommending a 
license for the Virginia Electric & Power 
Company to develop the Roanoke Rapids 
site on the Roanoke river. 

The commission upheld Examiner 
Hampton’s recommendation after a 
spirited and somewhat protracted argu- 
ment by Interior Department attorneys, 
who contended that the FPC has no 
business letting a private power company 
get ahold of a hydro license in this area 
unless the Secretary of Interior approves 
the same. 

In a somewhat parallel case which still 
remained in abeyance at this writing, 
Secretary of Interior Chapman himself 
appeared in the unusual réle of advocate 
before the commission to urge the re- 
fusal of a license to the Pacific Gas and 
Electric Company to develop the Kings 
river in California. 


i e- Roanoke decision is especially 
interesting in view of the somewhat 
strong position taken by FPC Chief Ex- 
aminer Hampton in his original opinion 
favoring the private company’s applica- 
tion. 

Hampton himself was strongly urged 
to change his mind in a rehearing 
proceeding late last year. But he ruled 
that his original decision of March, 1950, 
“needs no modification.” The question 
now is whether Interior will take the mat- 
ter to court. This would precipitate open 
litigation between the government bu- 
reaus in violation of President Truman’s 
policy of settling all such differences at 


‘the administrative level. 


But the stakes are very tempting. If 
Interior should default on further testing 
the question, its claim for top control of 
hydroelectric license authority in the 
United States would fall under the 
shadow of paramount FPC jurisdiction. 
Interior Attorney Henkin felt so strong- 
ly about Interior’s claims to superior au- 
thority in these premises that he for one 
would probably be glad to take the matter 
up to the U. S. Supreme Court. But other 
regulatory counsel at the Interior De- 
partment may have other ideas, after 
weighing the pros and cons. 
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PC Examiner Hampton agreed with 

the Virginia utility’s argument that 
it was entitled to a license, in the absence 
of definite contrary plans or congres- 
sional authority for the Interior Depart- 
ment. He pointed out that the company 
is “an experienced and successful private 
utility . . . ready, willing, and able to 
proceed under Federal license and regu- 
lation with the development and utiliza- 
tion of idle and wasting natural resources 
at Roanoke Rapids without aid of the 
Federal Treasury and substantially in 
harmony with the Army’s comprehensive 
plan (as outlined to Congress in 1944).” 
Interior Department attorneys had main- 
tained that operation of the Roanoke 
Rapids site by a private utility would in- 
terfere with future “comprehensive de- 
velopment” of the river ‘basin. 

The Kings river case, which also had 
to be battled through extensive rehearing 
proceedings, involved circumstances so 
similar that it is difficult to see how any 
vital distinction can be made between 
them. The Kings river case involves the 
proposed issuance of a hydro license to 
the Pacific Gas and Electric Company 
over the opposition of Interior Depart- 
ment which claims that it would conflict 
with its Central valley development. One 
technical distinction lies in the respective 
roles of Interior in the two cases. In the 
Roanoke case, Interior seeks to preémpt 
the hydro site as marketing agent for the 
Army Engineers’ development. In the 
Kings river case, Interior’s own Recla- 
mation Bureau is claiming conflicting 
development plans. 


ee 
Separate Gas Controls? 


EFENSE Production Administrator 
Harrison is reported to have under 
consideration a request to form a separate 
branch for the handling of priorities, al- 
locations, and other controls for the 
natural gas and gas pipeline industries. 
The request stems from the expected de- 
cision of Interior Secretary Chapman to 
keep the present joint administration of 
both oil and gas controls within Interior’s 
Petroleum Administration for Defense. 
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A meeting was held before Chapman 
early in January at which gas industry 
representatives presented the S 
with a resolution favoring a separate gas 
control branch, as distinguished from th 
oil branch. Chapman said he would decik 
the matter after the meeting of the Na. 
tional Petroleum Council, scheduled for 
the end of January. 

Steel for pipelines is the principal 
worry of the gas industry. The same can 
be said for the petroleum industry. Both 
industries must get their allocations of 
steel from the same source, which is pres. 
ently the National Production Adminis. 
tration. But the actual decision is probe- 
bly up to Administrator Harrison, now 
that an issue has been raised. The Petro- 
leum Administrator for Defense had re- 
quested more than 11,000,000 tons of 
steel for both gas and oil, with an immedi- 
ate allocation of 2,000,000 tons. But NPA 
officials were last reported to be sharpen- 
ing their pencils for scaling down this 
request, especially in the matter of fabri- 
cated equipment. 

With the decision over joint or 
separate controls still up in the air, or at 
least not solved to the satisfaction of both 
industries, the completion of control ma- 
chinery under Chapman was being 
hampered. One of the things temporarily 
held up was the long-awaited order limit- 
ing the octane rating on gasoline for 
civilian usage. 


> 


Rate Change Notices Needed? 


ieee public utility rates are ex- 
empt from price fixing by the Eco- 
nomic Stabilization Agency, the utilities 
are still in the ESA picture to some de- 
gree. For example, ESA Administrator 
Johnston has set up a division of trans- 
portation, public utilities, fuel, service, 
imports, and exports under Richard L. 
Bowditch of Boston. 

The division will receive advance 
notices on utility rate increases for which 
thirty days’ advance notice is required 
under the statute. This would seem only 
to include changes in rates for utility 
service sold for resale to the public. 
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Exchange Calls 


And Gossip 


NARUC Ties into a Busy Line 


ILL the FCC again cut interstate 

long-distance telephone rates of the 
Bell system, following a “conference”? 
Or will there be a real showdown on the 
question of whether Bell system earn- 
ings on interstate business (allegedly in 
the order of 7.3 per cent) may be 
only part of the story—the other part 
being much more modest earnings on 
intrastate and local exchange business? 
Then, too, there is the matter of adjust- 
ment for Federal income tax (47 per 
cent) which would even cut the FCC’s 
estimate of Bell interstate earnings con- 
siderably below 7 per cent. 

The “scene stealer” in the regulatory 
drama scheduled for April 16th, starring 
the Federal Communications Commis- 
sion and the American Telephone and 
Telegraph Company (AT&T) and affili- 
ated operating companies, may turn out 
to be a supporting player in the rdle of 
the state regulatory commissions. The 
National Association of Railroad and 
Utilities Commissioners has been waiting 
for an opportunity to air its views on one 
of the peskiest problems confronting the 
state commissions these days. That is the 
wide disparity between interstate and 
intrastate telephone toll charges in the 
face of constant intrastate rate increase 
requests. 


FP until now the NARUC has more 
or less confined itself to broad rec- 
ommendations on the subject through its 
conventions, telephone regulatory com- 
missioners’ committee, and unofficial con- 
tact with the FCC. The AT&T hearing 
may put the FCC on the spot to actually 
do something about equalizing the rates 
rather than going ahead and reducing 
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the AT&T Long Lines tolls and thereby 
ignore the serious collateral problems of 
the state commissions. Jurisdictional dif- 
ficulties may prevent a direct approach 
to the problem by the FCC but it may at 
least take official notice of the difficulties 
and indicate a willingness to entertain 
suggestions of any remedy which might 
be proposed by the state commissions and 
the telephone company. 

The NARUC has been trying for some 
time through its telephone regulatory 
commissioners’ committee to formulate a 
revision of telephone separation method. 
These new procedures are designed to 
relieve the present disparity between 
these interstate and intrastate rates. At 
the NARUC convention in Phoenix last 
November, the state commissioners so- 
licited the codperation of the FCC in a 
joint study of this proposed revision. 
Some estimates of the disparity in the 
rates have been approximately $125,- 
000,000. 

As for the present show-cause order 
of the FCC requesting that AT&T file 
reasons with the commission prior to 
March 23rd as to why interim rate re- 
ductions should not be ordered—it has 
been reported that FCC has had this 
action in mind since early in 1950. At 
that time, the commission was asking 
AT&T for a reduction of $50,000,000. 
It was only firm intervention on the part 
of the NARUC, pointing out that any 
such procedure might be detrimental to 
cooperative discussions of the disparit 
problem (then going on) that held o 
any earlier action on the part of FCC. 


N the Phoenix convention NARUC 
adopted a resolution urging that the 
FCC adopt, on a trial basis, a proposal 
to transfer from state toll to interstate 
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toll an additional $200,000,000 of toll line 
plant investment and an additional $20,- 
000,000 of associated expense in an effort 
to reduce the disparity between state toll 
and interstate toll costs. A consideration 
of this proposal by the FCC in April, or 
some acceptable compromise along the 
same lines, could well be within the 
province of the commission. In view of 
all these factors, it appears that the com- 
mission may pause before it considers the 
case solely on Long Lines principles. 
Some state commissioners will act as 
“codperative commissioners” (with the 
FCC), to be selected by the head of the 
NARUC. A copy of the order was served 
upon the state commissions, the governors 
of Iowa and Texas, the NARUC, and 
the United States Independent Telephone 
Association (USITA). It is also re- 
ported that the NARUC has been in- 
vited to designate a committee of codp- 
erating state commissioners to sit with 
the FCC at the hearings. This procedure 
is authorized by § 410 of the Communi- 
cations Act of 1934. 


The McFarland Bill 


N this writing there is a fair chance 
that the so-called McFarland Bill 
(S 658), an amendment to the Commu- 
nications Act of 1934 (amending organ- 
izational, procedural, and appellate sec- 
tions), will receive early approval by the 
Senate. The Senate Interstate and For- 
eign Commerce Committee recently 
cleared the bill for floor action by re- 
porting it out of committee without 
amendment. With a light calendar of bills 
facing the Senate in these early days it 
is quite possible that the bill will receive 
prompt consideration. 

Contrasted with the last session of 
Congress when Senator McFarland 
(Democrat, Arizona), the bill’s author, 
was just another member of the Senate, 
we now find the Arizonan in the strong 
position of Senate Majority Leader. As 
far as the bill’s progress in the Senate 
is concerned, it may either receive early 
consideration through its author’s influ- 
ence or it may take its place alongside 


the average bill, with the Majority Lead- 
er choosing to remain neutral on the mat- 
ter—fairly early consideration still being 
possible because of the light calendar at 
this time. 

Once past the Senate, however, it 
may fare better in the House than it did 
during the 81st Congress. After relatively 
prompt passage in the last session the 
bill went to the House where it was con- 
signed to the House Interstate and For- 
eign Commerce Committee for a lingering 
demise. 


S an example of its treatment in com- 
mittee, at one point during the ses- 
sion a communication trade publication 
carried a cartoon depicting Senator 
McFarland on the telephone talking 
to Congressman Sadowski (Democrat, 
Michigan), chairman of the subcommit- 
tee handling the bill. His conversation 
went something like this: “No, Mr. 
Sadowski, 1973 is the number of the bill, 
not the year I want it passed.” 

The House committee never did get 
around to holding hearings on the meas- 
ure. It is understood that the bill was 
discussed generally by the committee but 
because of its “comprehensive” nature it 
was considered desirable to hold hearings 
if at all possible. 

The question is now raised : What will 
be the bill’s fate at the present session? 
So far, the House Interstate and Foreign 
Commerce Committee has not appointed 
any subcommittees and it is reported that 
the committee may operate without any. 
This, of course, would leave the matter 
up to the full committee which conceiva- 
bly may be more readily disposed to act 
on the measure. Furthermore, on the 
House side, the prestige of McFarland’s 
present position as Senate Majority 
Leader may be brought effectively into 
play. Log-rolling agreements on other leg- 
islation may necessitate prompt action by 
the House committee during this session. 


Effect of the McFarland Bill 


HE committee report points out that 
the bill does not deal with any 
changes in policy affecting those indus- 
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y Lead- ff tries subject to commission jurisdiction. thority was granted the Interior Depart- 
the mat- f Studies on policy matters are still being ment to set up control agencies for the 
ill being § pursued by the subcommittee. power industry and the gas industry. The 
ndar at The committee makes particular refer- Interstate Commerce Commission was 
ence to subsection (b) of the bill, which given authority to regulate the transit 

ever, it Im in the committee’s opinion is “one of the industry and the Commerce Department, 
n it did [J most important of the entire bill.” The the home of the National Production 
atively J subsection would reorganize the commis- Authority (NPA), was to exercise nec- 
ion the J sion into a “functional” organization. essary controls over the communications 
ras con- {™ The report refers to the present make-up industry. For the time being, at least, 
id For- of the commission, having three principal the situation remains much the same de- 
ngering § bureaus—engineering, accounting, and spite a shake-up in the over-all defense 
legal. control organization which put Charles 
Regardless of the type of case involved, E. Wilson in as czar of defense mobiliza- 
each of these three bureaus must inde- tion and William H. Harrison, NPA 


dapes pendently, or occasionally in consulta- head, as production chief. A move to 
lication tion, pass upon applications or other types centralize all production controls is gen- 
Senator of cases. The committee intimates that erally considered inevitable in the not too 
talking this present procedure is responsible for distant future. _ é 

nocrat, the slow processing of cases—rarely in With the possible exception of the Na- 


ommit. @ less than two years and some in as many tional Production Authority, the organ- 
rsation 2S four to seven years. “Citizens and ization of these control agencies and the 
», Mr, @ ‘@xpayers are entitled to greater consid- output of specific regulations have been 


he bill, | ¢tation and better service from their gov- of necessity slow because of the tremen- 
’ # ernment than this,” says the committee. dous problems involved. NPA was forced 
The report goes on: to act more quickly than the others with 


rt Moreover, under this system, the its material cut-back orders, which are 
ill was three bureaus have become self-con- 5° <losely tied in with military exigencies. 
tee but tained and independent little king- Rage Oh nih ke an ae or 
ture it doms, each jealously guarding its own ‘107 ° fot a a Awe a oe — 
arings field of operations and able to exercise ite or vad i C 1 "3 HH oo A 
almost dictatorial control over the ex- USA rst ti dy. i sae ‘din ‘ a : : 

at will pedition of a case. They can, and have, 7 (re Atl )» - th Ing t, wtlhr-eas 
ssion? set at naught the best efforts of indi- W'"™ ne — =e ‘d ngs dn , er 
oreign vidual commissioners to spur action. Gen. A. SepREns emney Oeraey Se 
ointed mittee, presumably similar to those oper- 
d that The bill proposes that, within sixty ating in the other industry control groups, 
will be named soon. This committee will 


days of the enactment of the measure, 
the commission organize itself into such probably be consulted on all contemplated 


ceiva- f integrated divisions as are necessary to orders affecting the telephone industry. 
to act @ handle the work load. Each division would : 

n the @ have its own engineering, accounting, ’ l ‘HE maintenance of adequate defense 
land’s and legal staff which would operate as communication equipment supplies, 
a “team” rather than as separate profes- and the impact of this requirement on 


it any. 
natter 


pees dt 
go sional groups. existing telephone systems, appears to be 
or leg- the chief function of the group. Inasmuch 
on by » as the unit is within the NPA organiza- 

: . tion, hardship material problems of the 
a Control Unit for Telephones companies can be taken directly to the 


AsT fall when the President, through material sections of NPA—copper, alu- 

Executive Order, divided up defense minum, steel, etc. There will apparently 

t that § controls among the existing old-line gov- be a close liaison between the material 

any — ernment agencies such as Commerce, sections and the communication group on 
ndus- § Interior, Agriculture, etc., specific au- all of these telephone cases. 
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Ebasco Services’ Comprehensive 


Analysis of 1950 Financing 


j Sipe SERVICES INCORPORATED re- 
cently issued its third annual 
“Analysis of Public Utility Financing,” 
which now assumes the status of a reg- 
ular publication and a valuable addition 
to the industry’s records. The 55-page 
booklet, which gives detailed data for 
1950 and tables and charts covering both 
1949 and 1950, is available at a price of 
$15, and the subscription price, includ- 
ing 1951 quarterly supplements, is $25 

r annum. 

The 1950 analysis contains some 17 
charts and a large number of tables, in- 
cluding lists of individual security offer- 
ings. One set of tables lists bonds, deben- 
tures, preferred and common stocks by 
groups, items in each group being ar- 
ranged by months. (Bonds and deben- 
tures are also arranged by Moody ratings 
within the monthly setup.) These tables 
show description, amounts, and offering 
yields. The more detailed tables which 
follow are also arranged by months, but 
show considerably more data. Bonds and 
debentures are listed together in this 
table, while common stocks are split into 
two tables, direct sales, and subscrip- 
tions. Each offering is fully described as 
to date, character, size, etc. The offering 
and yield price to the public are stated 
and the underwriters’ compensation (per 
share and as a per cent of the offering 
price) are given. Proceeds to the com- 
pany are stated on a per share basis, to- 
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gether with estimated expenses, and the 
yield cost is given both before and after 
expenses. The table also indicates the 
purpose of the issue, whether it was 
placed by public or private sale or sub- 
scription, whether there was competitive 
or negotiated bidding, whether the issue 
carried a sinking or purchase fund, etc. 
Where there are special features of in- 
terest, as in the case of exchanges and 
subscription offerings, these are de- 
scribed in voluminous footnotes. 

The accompanying table and charts 
summarize the Ebasco totals for various 
kinds of utility financing, as contained in 
the 1948, 1949, and 1950 annual publica- 
tions. - 


Utility Construction and Finance 
Policies 
is utility executive these days ex- 


periences unusual difficulties in fix- 
ing policies with respect to construction, 
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ANALYSIS OF UTILITY FINANCING 1948-50* 


Millions entages 
1950 1949 1948 1950. “7049 1948 
"Be ¢ of Utility 


ectric $1,894 $1,499 56% 65% 49% 
1,034 451 597 32 15 19 
« 536 969 11 19 31 
Other Utilities 24 30 1 1 1 


$2,905 $3,095 100% 100% 100% 





Purpose of Financing 














Refunding $ 443 $ 211 27% 15% 7% 
Divestments 199 60 5 7 2 
New Money 2,263 2,824 68 78 91 
$2,905 $3,095 100% 100% 100% 
ind the : 
d after D cbt $1,598 $2,369 68% 70% 84% 
tes the Preferred Stock 327 243 184 15 11 7 
it was Common Stock 422 271 17 19 9 
— $2,263 $2,824 100% 
etl 
2 om Type of Security and Method of Sale 
d ebt—Public Sale $1,151 $1,889 
id, ete. Subscription 410 132 
of in- Private Sale 421 544 
es and 
e de- $1,982 $2,565 
Preferred Stock—Public Sale $ 223 $ 166 
charts Subscription 36 14 
arious Private Sale 11 4 
ned in $ 270 $ 184 


iblica- 
Common Stock—Public Sale $ 1944 $ 98 
Subscription 460 247 


$ 654 $ 345 

All Securities—Public Sale $1,568 $2,153 
Subscription 360 906 394 

Private Sale 432 548 


$2,906 $3,095 








Subscriptions—“Stand-by” Underwritings 
Underwritten $ 363 $ 171 
Not Underwritten 548 222 


$ 911 $ 393 





Method of Bidding for Issues Underwritten 
Public Sales—Competitive $1,213 $1,942 78% 77% 
» Negotiated 1 369 211 22 23 





$1,582 $2,153 100% 100% 


ernie aes $ $ 91 $ 8 11% 25% 
Negotiated 272 91 89 75 


$ 33 $171 100% 100% 100% 


*Prepared from data compiled by Ebasco Services Incorporated, 
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financing, rates, and dividends—the in- 
troduction of material and labor short- 
ages, priorities, defense production, etc., 
into an already involved picture makes 
the situation still more complicated. On 
the other hand, the new Federal controls 
over skyrocketing prices of metals and 
other scarce materials, as well as the 
limitations on wage increases, may help 
to restore order in projecting future con- 
struction costs. 

An example of how the utilities may be 
affected by bureaucratic confusion at 
Washington was the recent Copper Re- 
strictive Order M-12. The original order 
would apparently have permitted Long 
Island Lighting to make only 1,000 new 
electric meter hookups per month, which 
would have worked a great hardship on 
many prospective tenants waiting to 
move into virtually completed new homes 
in this rapidly growing area. The order 
has now been modified to increase the 
number to 2,500 a month, which may still 
prove difficult. Meanwhile, the principal 
builder on Long Island, William Levitt, 
in a press interview given first-page rat- 
ing by The New York Times, has com- 
plained that Washington is prohibiting 
the use of copper materials already in 
builders’ hands, and is demanding a 
showdown with Administrator Wilson. 


TS major problem of the electric 
utility executive is to project the 
trend of kilowatt-hour sales over the next 
three to five years, assuming a continua- 
tion of the present defense economy. He 
must try to guess how many new indus- 
trial plants working on military produc- 
tion may locate in the area his company 
serves ; if he can furnish very cheap pow- 
er or there are other advantages in the 
area, these may be quite large. The con- 
tinuing trend toward decentralization of 
industrial units must also be kept in 
mind. He must attempt to decide wheth- 
ef various inquiries regarding the avail- 
ability of future blocks of industrial 
power for new plants are likely to mate- 
rialize. This means a constant revision 
of the construction budget. He need not 
worry especially about additional shifts 
in existing industrial plants except as 
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these may modify present peak loads. 

The future increase in commercial and 
residential sales must also be projected. 
This must be corrected for curtailment 
of new residential construction—as in 
the instance above — except where de- 
fense housing may be needed. Potential 
shifts of population from one section of 
the country to another must be appraised. 
Housing will be necessary not only for 
new plants but in lesser degree to take 
care of additional shifts—though some of 
the latter may be handled through over- 
time work by existing workers. 


Hes projected his future kilowatt- 
hour demands, he must also figure 
the trend of the peak load, both daily and 
seasonal. The next problem is how soon 
a power shortage will develop, and 
whether he can purchase some of the 
needed power. If he considers the de- 
fense program abnormal and temporary, 
he may prefer to buy some power. This 
in turn brings up questions of extending 
the range of the big power pools. There 
is an important question of this kind on 
the Pacific coast at present, where the 
Federal government has proposed to 
connect up California with the northwest- 
ern power pool. This would mean that 
the huge construction program of Pacific 
Gas and Electric could be used to al- 
leviate the chronic power deficiency in 
the Northwest—which in turn may in- 
volve basic problems of collaboration be- 
tween public power authorities and pri- 
vate utility executives — sometimes not 
easily settled when there has been previ- 
ous friction. 

Having settled the net power produc- 
tion requirements over the next few 
years as best he can, the utility executive 
and his staff must budget his construc- 
tion costs, together with necessary trans- 
mission and distribution work. He must 
make some allowance for the scarcity of 
skilled construction labor and the pos- 
sible necessity of paying overtime rates. 

Having his construction costs budget- 
ed for several years, he can then turn his 
attention to the cash flow statement for 
each year. This involves a projection of 
estimated earnings and the balance of 
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retained earnings after paying future 
dividends,’ plus cash to be made avail- 
able by depreciation and the various 
amortization items in the income state- 
ment, including “accelerated amortiza- 
tion” if available. Some allowance must 
be made for future storm damage, poor 
water conditions, or other variables, and 
nonrecurring factors. 


HE executive is now ready, with his 
cash flow sheet in front of him, to 
estimate the amounts of “new money” 
which he will need over the next year 
or so. (This program need not be 
pushed so far ahead as the construction 
budget, since future commitments need 
not be made so far in advance as in or- 
dering generating units.) He must also 
take into account his financial needs to 
meet maturities of short-term loans, etc. 
The executive now knows, in theory 
at least, how much new money he will 
need and at about what time. The basic 
problem is now to decide what form his 
financing should take — whether to re- 
sort to temporary devices such as bank 
loans or convertible securities, or to 
maintain a definite policy with respect 
to capital ratios. If his common stock 
ratio is below 25 per cent (rarely the 
case) he will want to improve it. On the 
other hand, if he has a large stock equity 
such as 40-60 per cent he can “sit back” 
comfortably and do only debt financing, 


1The question of dividend policy will be 
discussed in a subsequent issue. 


as some of the old-line companies have 
been doing. 


Te first question is whether pre- 
émptive bidding requires a sub- 
scription offering, or whether this is the 
best method in any event. Some com- 
panies such as American Telephone and 
Telegraph, Pacific Gas and Electric, and 
Southwestern Public Service follow a 
pretty definite policy year after year 
with equity financing; others vary the 
procedure with market conditions. 

If the subscription method is used, 
should the offering price be fixed low 
enough to give stockholders really valu- 
able rights, and thus insure (with the 
help of brokers’ arbitrage operations) a 
heavy subscription? Will the stock- 
holders be appreciative of this “break” — 
an extra dividend as it were—or will any 
good will thus generated be unimportant ? 
On the other hand, is it better for all 
stockholders’ interests (present and fu- 
ture) to get the best price available, 
through a competitive underwriting— 
which usually means a subscription price 
fairly close to the prevailing quotation? 
Should use be made of special devices 
such as oversubscriptions or offerings to 
employees in order to insure the success 
of the sale, and reduce the amount of 
stock to be taken up by the bankers? 

Finally, can he time his offering so that 
(1) market conditions will be favorable, 
(2) a rate increase may be in the offing, 
(3) the earnings statement will look 
good, and (4) he can tell a favorable 





Municipal—Tax-exempt 
U. S. Long-term Bonds—Taxable 
Utility Bente—Ste 


Utility Preferred Stocks—High-grade .. 
4 —Medium-grade 
Utility Common Stocks 





CURRENT “YIELD YARDSTICKS” 


Latest available Moody indexes are used for utility bonds and preferred stocks; Stand- 
ard & Poor’s indexes for government bonds and utility common stocks. 


1950-1 Range 1949 Range 
High Low 


2.29% 2.12% 
2.40 2.14 
2.77 2.56 
2.84 2. 
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story at the Due Diligence meeting or in a 
talk before a group of utility analysts? 
Can the dividend rate be “upped” con- 
veniently, before the offering is made? 
Will the pro forma earnings on the in- 


creased number of shares look favorable 
enough, particularly if adjusted for in- 
creased (and still to increase) Federal 
tax rates? Can the device of earnings on 
“average shares” be used successfully? 


7 
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New Orleans Pub. Ser. .... 
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Northern Ind. P.S, ...... 
Oklahoma G.&E. ......... 
Potomac Elec. Power . 
Pub. Serv. of Colo. ....... 
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for in. Est. Incr 
F ederal : 1/23/51 Indicated —Share a 9 Price In Income 
ings on (Continued) About Rate “Yeeld’ Pericd ‘eae Rano Pepout Shared 
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Averages 


Revenues $10-$25,000,000 
Atlantic City Elec. ....... 20 3=$1.20 
California Elec. Pr. ....... 8 
Calif. Oregon Power 23 
Central Ariz. L.&P. ....... 
Central Hudson G.&E. 
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Central Ill. Light 
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Tampa Electric 
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Wisconsin P.&L. 
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Arizona Edison 

Bangor Hydro Elec. ...... 
Beverly G.&E. 

Black Hills P.&L. ....... 
Calif. Pacific Util. ....... 
Central Louisiana Elec. ... 
Citizens Utilities 

Colorado Central Power ... 
Concord Electric 
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Eastern Kansas Utils. ..... 
Fitchburg G.&E, ......... 
Frontier Power 
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Maine Public Service 
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Missouri Utilities 

Newport Electric 

Sierra Pacific Power 
Southern Colo. Pr. ....... 
Southwestern El. Ser. ..... 
Upper Peninsula Power ... 
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Canadian Companies** 
C Brazilian Trac. L.&P. ..... t ; . 4% 6. 
C Gatineau Power : ’ y 13 12. 
C Quebec Power ( j : D6 16. 
C Shawinigan Power ; . ; D9 23. 
C Winnipeg Electric ; . : 40 = 15. 59 
d*—December, 1949. my—May, 1950. je—June, 1950. ju—July, 1950. ag—August, 1950. 
s—September, 1950. o—October, 1950. n—November, 1950. d—December, 1950. B—Boston Ex- 
change. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. Est.—Estimated. *All twelve months’ earnings comparisons have been adjusted to 
reflect in both periods the present number of shares outstanding. If additional common shares 
have been recently offered, earnings are adjusted to give effect to the offering. **While 
these stocks are listed on the Curb, Canadian prices are used. (Curb prices are affected by 
exchange rates, etc.) Does not fully reflect $4,000,000 gas rate increase effective November 
28, 1949, or electric rate increase of $8,800,000 granted in 1950. Earnings on average shares 
outstanding, $2.56; price-earnings ratio on this basis 12.9 and dividend pay-out 78 per cent. 
# See explanation in text. 


FEB, 15, 1951 248 





Qo Sa 


as fe eof O26 2368 oF aot OF 


rer tT rrr 


PETEVEP Otte ete 


What Others Think 


Draper Career Measures FPC Progress 


£ e-- Federal Power Commission and 
its entire staff, together with numer- 
ous Washington dignitaries, gathered in 
Washington recently to pay tribute to 
the dean of the commission, Commission- 
er Claude L. Draper. The purpose of the 
occasion was twofold: Commissioner 
Draper was rounding out twenty years’ 
service on the commission, and he was 
also celebrating his seventy-fifth birth- 
day. 

Among the many testimonials was one 
made on behalf of the staff of the com- 
mission by Charles W. Smith, widely 
known chief of the commission’s bureau 
of accounts, finance, and rates. 

Smith pointed to the veteran commis- 
sioner’s long record in the field of public 
utility regulation, but singled out par- 
ticularly Commissioner Draper’s spon- 
sorship of participation in certain Federal 
Power Commission cases between Janu- 
ary, 1942, and September, 1943, “leading 
to what might be called the ‘golden age’ 
of public utility regulation in this coun- 
t Sg 
Smith contended that the regulation of 
public utility rates in this country fifteen 
or twenty years ago “like Prometheus,” 
was helplessly chained to an immovable 
rock, that rock being a United States 
Supreme Court decision in 1898 in the 
case of Smyth v. Ames. He went on: 


Smyth v. Ames required public util- 
ity rates to be fixed on a base consisting 
of the fair value of public utility prop- 
erty. The determination of fair value 
was a vague, tedious, and unrealistic 
process which was so complex and un- 
certain that a rate case was often in 
process eight or ten years. 


He continued that many critics con- 
demned the fair value process as “un- 
sound and unworkable, as speculative and 


fictitious, as irrational and illusory.” But, 
according to Smith, the doctrine per- 
sisted. 

Smith observed that, in this setting, 
the Hope Natural Gas Company rate case 
came before the Federal Power Commis- 
sion, and Commissioner Draper was the 
supervising commissioner. He added that 
reaching its conclusion, the commission 
discussed fair value and forthrightly re- 
jected it as unsound. The Supreme Court 
affirmed his decision. 

The FPC staff member continued : 


That case severed the chains which 
shackled regulatory commissions. Reg- 
ulatory Prometheus was unbound. In 
the language of a noted jurist, the ghost 
of Smyth-Ames was laid. It is interest- 
ing to note all Federal regulatory com- 
missions and most state commissions 
— follow the decision in the Hope 

se. 


Smith then turned to Draper’s interests 
in the field of utility cost accounting. He 
referred to the commission’s action in 
1936, prescribing a system of accounts 
which required that the accounts of all 
electric utilities subject to the commis- 
sion had to be overhauled. 

He noted that one of the first proceed- 
ings in this area, involving the North- 
western Electric Company and the FPC, 
resulted in the U. S. Supreme Court 
affirming the commission’s decision. 

Smith went on to observe that as a 
result of the Northwestern Case the com- 
mission was enabled to revise downward 
the plant accounts of about 275 compa- 
nies, about one and one-half billion dol- 
lars. He added that in this undertaking 
only 12 companies sought hearings, the 
other cases being settled by request of 
the utilities through the conference pro- 
cedure. 
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The speaker stated further that the 
Hope Case and the Northwestern ac- 
counting case have resulted in great and 
lasting benefits in the regulation of public 
utility rates and accounts. He added that 
these cases represent two of the most 
significant contributions to public utility 
regulation in our time. Smith then 
noted : 


If Mr. Draper had confined his regu- 
latory activities to these cases alone he 
would be justly famous in his chosen 
field of endeavor. There are many 
other cases, important cases, involving 
great achievements in the art of public 
utility regulation which Commissioner 
Draper sponsored or participated in. 


Smith continued with references to 
Draper’s participation in other FPC rate 
reduction proceedings such as the Col- 
orado Interstate Gas Company Case, a 
Panhandle Eastern Pipe Line Case, and 


the Interstate Natural Gas Company 
Case, all occurring during the period coy- 
ered by Volume 3 of the FPC reports, 
He then observed: 


It was a period in which Commis- 
sioner Draper, as supervising or a 
participating commissioner, played a 
major role in blazing a new regulatory 
trail. It is a period in which regulation 
through the efforts of Commissioner 
Draper and those associated with him 
was taken out of the realm of meta- 
physics, out of the area of speculation 
and guesswork so characteristic of the 
past, and put on a sound and practicable 
basis. As I pointed out previously, the 
period may well be called the “golden 
age” of regulation. 


Smith concluded with a personal trib- 
ute of esteem on behalf of the commission 


staff. 
—D. T. B. 





Does More Democracy Help Social Legislation? 


public it is supposed to benefit. Senator 
Neuberger states on this point: 


T has been fifty years since Oregon in- 
troduced a unique system of demo- 
cratic procedure. This was the initiative 
and referendum. It provided that the peo- 
ple, by petition, could enact any laws they 
wished. A recalcitrant and corrupt legis- 
lature might readily be by-passed. 
Today, the initiative and referendum 
have spread in varying forms to 20 other 
states, yet such proposals as public hous- 
ing, better welfare programs, and ex- 
tended educational opportunities have 
fared no better in these states than in 
many of the realms which do not have the 
system of “government by petition.” 
Writing in The Survey, Richard L. 
Neuberger, Oregon state senator and 
well-known popular magazine writer, 
raises an interesting question as to 
whether this distribution of democratic 
power, even over particular legislative 
proposals, has been helpful to so- 
called progressive social legislation. He 
suggests that some of what he considers 
forward-looking types of legislation have 
not fared well in the hands of the very 


In recent years California, the state 
where the initiative and referendum 
now are used the most frequently, has 
voted down bills to create a state hous- 
ing authority, to redistrict the legisla- 
ture on the basis of present-day popu- 
lation, to repeal a consumer’s sales tax, 
and to adopt a state FEPC. 

These setbacks have given pause to 
liberals and welfare workers. Such per- 
sons originally persuaded the western 
states to become a laboratory for an ex- 
traordinary political experiment. But 
the system of initiative and referen- 
dum, far from being an open-sesame 
to an advanced program of social re- 
form, actually has been turned against 
its sponsors. 

Indeed, real estate corporations on 
the coast have made it a policy to sub- 
ject low-cost housing measures to ref- 
erendum vote. In most instances, the 
measures have lost. 
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And although financially sound old- 
age security plans have been rejected 
at the polls, the voters of many western 
states have adopted catch-all pension 
bills which actually threaten existing 
welfare laws. Colorado’s schools have 
virtually been gutted by an initiative 
proposal which gives a prior claim on 
state revenues to old-age assistance. 

What is the trouble? Are the people 
not fit to rule? They are—emphatical- 
ly. No better ultimate tribunal has yet 
been found. But whether millions of 
men and women can become a vast 
open-air legislature is something else 
again. 


N= points to the confusion 
resulting from eleven bills appear- 
ing on the Oregon ballot in 1948. The 
voters approved one bill adding $37,- 
000,000 to state obligations while at the 
same time trimming $24,000,000 from 
state tax revenues. But he doesn’t think 
the people are to blame. They are the vic- 
tims of propaganda, he thinks—too often 
bought and paid for by the side with the 
most money to spend. He suggests limita- 
tions on the amount of money which 
ought to be spent by special interests for 
campaign or propaganda purposes, as a 
possible correction. In any event, he 
doesn’t think the initiative ought to be 
abandoned because it has not so far pro- 
duced the kind of legislation he thinks is 
progressive. Senator Neuberger says on 
this: 


Despite all the irritations and genu- 
ine obstacles, few liberals and welfare 
workers would advocate abandonment 
of the initiative and referendum. They 
still are “a stick behind the door,” as 
Lincoln Steffens called them long ago. 
A legislature, no matter how arrogant 
and partisan, realizes it is not the court 
of last resort. Perhaps the referendum, 
which overrules a legislature, has 
proved more useful than the initiative, 
which originates proposals. 

Study of election results in the 21 
states having some form of the initia- 
tive and referendum reveals conclusive- 


ly that it is far harder to secure a Yes 
vote than one expressed in the nega- 
tive. As the ballot has become longer, 
approaching bed-sheet proportions, 
people show a tendency to vote No on 
every measure. This upholds referen- 
dums, but it defeats initiatives. 


But maybe limitation of funds is too 
easy an answer. Senator Neuberger ad- 
mits that New York and Connecticut, 
without “government by petition,” offer 
their citizens just as enlightened a form 
of statutory fare as those states which 
have such procedures. 


E thinks political education would 

help. But that assumes some form 
of superior intelligence—or at least some 
authority superimposed on the public 
control—to decide which measures are 
“progressive” and “forward looking,” 
etc., and which are likely to prove “re- 
actionary,” etc. In other words, we would 
have to decide who is already politically 
“educated” enough to set up the stand- 
ards for the new mass education. The 
Oregon experiment thus indicates some 
impatience on the part of the reformers 
with the fruit of their own handiwork. 
It is not working out, or it is not working 
fast enough. So why not get some ar- 
rangement whereby a higher grade of in- 
telligence will instruct the voters on how 
to vote for their own welfare? It sounds 
reasonable. But is it pure democracy? 
The Oregon and other initiative state 
voters will probably want to know the 
answer. 

Of special interest to public utility 
companies is the regularity with which 
northwest voters have been defeating 
some local public ownership proposals in 
recent years. Looking over these results 
is enough to make any reformer wonder 
whether the progressives have been nour- 
ishing an asp—to wit, initiative and 
referendum. 

It could be, of course, that some 
people are developing ideas of their own 
about what is liberal, progressive, for- 
ward looking, etc. 

—F. X. W. 
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Public Utility Day in Detroit 


HE Rotary Club of Detroit recently 

held a Public Utilities Day meeting. 
Utility executives heard the St. Law- 
rence waterway and power project dis- 
cussed by Carroll B. Fentress, eastern 
vice president, Republic Coal & Coke 
Company, and chairman, National St. 
Lawrence Project Conference. 

Fentress pointed out that he was not 
a member of the utility industry, but that 
he had a keen interest in the industry 
since the days of the late thirties “When 
I had the privilege of assisting Wendell 
Willkie in his historic rear-guard fight 
against the Tennessee Valley Authority.” 
He continued that “that fight” did not 
succeed in salvaging all the investment in 
the electric companies that were put out 
of business ; but that it did serve to help 
keep alive, “in the minds of the Amer- 
ican people,” some realization of the im- 
portant issues at stake. 

He observed that the people of Michi- 
gan are fortunate “in that most of your 
public utilities are in that type of owner- 
ship which, for want of a better word, we 
call private.” He added that there is 
nothing so very private about ownership 
that is divided amongst tens of thousands 
of investors, in industries whose services 
are completely under the surveillance of 
public regulatory commissions. The own- 
ership is private in this sense, he con- 
tinued, in that 


. . all the investment in these com- 
panies has been voluntary; the in- 
vestors have some degree of control 
over the properties; and any investor 
is free to withdraw from the business 
at any time, by selling his securities to 
someone else. 


— noted that as a result the 
people of Michigan have at their 
service several billion dollars worth of 
public utility properties that have been 
built without any burden whatever on 
the public treasury. These industries are 
among the largest taxpayers, and all the 
rest of the taxpayers benefit from this 
sharing of the tax burden. He went on: 
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The reason I emphasize these two 
features of the so-called private owner- 
ship of your public utilities is that 
these industries are favorite targets of 
the Socialists—not only the sincere 
Socialists but also the political oppor- 
tunists who think they can use Social- 
ist methods without putting on the 
Socialist label. In Great Britain, such 
industries were the first to be national- 
ized. In the United States, there is a 
concerted drive to nationalize electric 
power. About one-fifth of the supply of 
that power in this country now comes 
from plants owned by Federal, state, 
or local governments or their agencies 
—principally Federal, as to the plants 
themselves but not as to the distribu- 
tion systems. 


Fentress then contrasted the respective 
roles of the taxpayer and the investor: 


This huge development has used 
large amounts of public funds raised 
by taxation and public borrowing. 
There is a sad contrast between the 
situation of a taxpayer who is com- 
pelled to contribute to the cost of build- 
ing public works without hope of any 
direct personal return and that of a 
voluntary investor who puts his sav- 
ings at the disposal of a business with 
some hope of compensation and with 
reasonable prospect of being able to 
recover his savings when he needs 
them. 


The coal company executive went on 
to point out the inflationary impact of 
government borrowing for public works. 
He noted: 


Now that we are all getting a first- 
hand acquaintance with inflation, it is 
becoming plain enough that the tax- 
payers not only suffer losses as under- 
writers of projects whose costs are 
not wholly recovered from project 
revenues. They are hit in another way, 
too, when the Federal government 
borrows money for public works or 
any other purpose. That is the biggest 
single factor in the pressure toward 
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shrinkage of the dollar—especially 
when the borrowing follows the pres- 
ent fashion of calling on the country’s 
banking system. Beyond all that, the 
ownership of a public utility system 
by a government or by a governmental 
agency always enjoys tax exemptions 
not enjoyed by business enterprises. 
This in itself places added burdens on 
the tax-paying public, for the taxes 
have to be levied on somebody. 


i then claimed that the gov- 
ernment advocates of the St. Law- 
rence seaway project were exploiting the 
natural desires of the people of the Mid- 
west for a seaway, one of their main 
purposes being to create a new center in 
the Northeast for the growth of Federal 
electric power systems. He continued 
with the following statement: 


Their motives have shown up in the 
recent tug of war between President 
Truman and New York’s Governor 
Dewey, over the question of building 
the St. Lawrence hydroelectric power 
plants in New York and Ontario with- 
out the deeper ship canals and locks. 
New York and Ontario have made a 
dicker to do that at their own expense, 
if permitted by their respective Federal 
governments. They point out that it 
would not interfere with later con- 
struction of the navigation works, 
whenever the two countries might 
want to build them. But New York 
has been unable to get approval of its 
plan in Washington. The Federal ad- 
ministration seems determined not to 
let the power project slip out of its 
own hands. 


He then discussed the proposed plan 
in the St. Lawrence legislation to sell 
the power plant of the project back to 
the state of New York. He said: 


Perhaps you thought the Federal 
government was going to sell the pow- 
er plant to New York, anyway, should 
the combined power and navigation 
project be built. That is the pretended 
plan ; but it is a phony. The St. Law- 
rence legislation now before the Con- 
gress says a few kind words about 
transferring the power project to New 
York, but it leaves all the necessary 
arrangements for such a transfer un- 
settled until after Federal construction 
gets under way. The busy little Fed- 
eral “planners” know how to handle 
that kind of setup. The power plant 
would be built and finished while ar- 
rangements for its transfer to New 
York were being discussed, endlessly. 
Then the plant couldn’t be left idle. 
It would have to be put into service 
as a Federal power operation. Then 
it would be ready to become a key 
point in that visionary Federal power 
system for the Northeast that is so 
dear to the hearts of Washington’s 
“planners,” a system stretching from 
Niagara to the Bay of Fundy. 


The balance of Fentress’ remarks dealt 
chiefly with the transportation issues in- 
volved. He did charge at one point that 
“the St. Lawrence project is about the 
slowest way to provide defense power.” 
He noted that its completion would take 
about six or seven years compared with 
steam plant production in about one-half 
the same time. 





as iy is obvious that, even if we do practice economy, there will be 
a large governmental deficit at present rates of taxation. Therefore, 


I believe it will be necessary that we devise additional taxation. I would 
say that we can start off with some increases in personal income taxes, 
particularly for those between, say, $6,000 and $50,000 a year; some 
increases in corporation taxes; some increases in excess profits taxes; 
the imposition of excise taxes upon luxury goods and upon articles 
the consumption of which we wish to discourage; and, as a last resort 
but not as a first resort, we may be forced to adopt some kind of sales 
tax in order to get the revenue.” 
—Paut H. Dovuctas, 
U. S. Senator from Illinois. 
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The March of 
Events 


In General 


Gas Utilities Report Fewer 
Rate Changes 


AS rate changes in 1949 were fewer 
than in 1948, according to a recent 
report by the rate committee of the Amer- 
ican Gas Association. Rate changes in 
1949 totaled 87, compared with 111 in 
1948, the committee said, adding that 
these rate changes in the main were in- 
creases with the result that there was a 
somewhat larger dollar amount of net 
total increase in 1949 than in 1948. 

A subcommittee of the AGA Rate 
Committee has compiled detailed in- 
formation of rate changes for the years 
1947, 1948, and 1949, one of the most 
active periods ratewise in the history of 
the gas industry. 

An interesting point brought out by 
the subcommittee’s study was the fact 
that natural gas companies made consid- 
erably more over-all rate increases in 
1949 than in the two prior years. Twenty- 
nine natural gas companies reported 
rate changes in 1949 with an over-all 
revenue effect amounting to a net in- 
crease of around $14,390,000, compared 
to 11 natural gas companies reporting net 
revenue increases of about $3,730,000 in 
1948 and 12 natural gas companies re- 
porting net revenue increases of only 
$1,300,000 in 1947. Included in these 
figures are two or three companies re- 
porting decreases, but the amounts of 
such decreases were very small. 

In 1948, the reported changes in rates 
of natural gas companies affected only 
about 7,000 customers, with the majority 
of the net increases going to the larger 
industrial customers. In 1949, about 
2,500,000 customers of all classes were 
affected as the undoubted result of in- 
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creased production, operation, and main- 
tenance costs, as well as the marked in- 
crease in construction cost for new fa- 
cilities in the latter year. 

The number of manufactured gas 
companies reporting net over-all revenue 
increases in 1949 showed a marked de- 
cline over the number reporting increases 
in 1948. This, the subcommittee said, 
was partly because postwar increased 
costs of doing business had an earlier, 
and possibly a more severe, impact on 
the manufactured gas companies than on 
the natural gas utilities. The report 
shows that 38 manufactured gas com- 
panies obtained over-all net increases of 
about $20,260,000, affecting about 3,- 
780,000 customers in 1949 as compared 
to 75 manufactured gas companies with 
net increases of about $27,870,000 af- 
fecting 3,250,000 customers in 1948 
and 26 manufactured gas companies 
with net increases of $10,140,000 affect- 
ing 2,200,000 customers in 1947. Two 
companies reported over-all decreases of 
relatively small total amounts in 1949, 
the subcommittee reported. 


AEC Electric Requirements 
Raised 


HE steam-generating power plant to 

be built this year in southern II- 
linois by Electric Energy, Inc., will cost 
in the neighborhood of $88,000,000 in- 
stead of $73,000,000 as originally 
planned, according to a company spokes- 
man, who said that, at the request of the 
Atomic Energy Commission, plans for 
“plant capability” have been revised up- 
ward from a maximum of 560,000 to 
652,000 kilowatts. The plant will con- 
sist of four generating units as orig- 
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inally planned but they will be larger, 
the spokesman said. 

Electric Energy was formed by five 
midwest private utilities to build and 
operate the plant to supply approximate- 
ly one-half the electric power require- 
ments of the atomic energy plant to be 
built by the government near Paducah, 
Kentucky. 

The Tennessee Valley Authority will 
build a hydroelectric plant of similar 
size on the Kentucky side of the Ohio 
river near Paducah. 


Power-fuel Availability 
Governs AEC Choice 


T= availability of electric power, 
cheap fuel, and adequate water 
supply were important factors in the de- 
cision of the Atomic Energy Commission 
to locate its new gaseous diffusion plant 
near Paducah, Kentucky, according to 
Gordon Dean, AEC chairman. 

In reply to a recent inquiry from 
Senator Brien McMahon (Democrat, 
Connecticut), chairman of the House- 
Senate Joint Committee on Atomic En- 
ergy, Dean listed five criteria followed 
in selecting the Kentucky site as: 


1. Reserve power capacity of about 
330,000 kilowatts available within 
about a year and a half from start of 
construction. 

2. Adjacent suitable land for con- 


struction of permanent new generat- 
ing facilities adequate to furnish 
from 750,000 to 1,000,000 kilowatts of 
firm power, with the availability of 
cheap fuel and adequate water sup- 
ply. Water requirements estimated to 
be 25 crs for production plant and 50 
cFs for power plant. 

3. Between 100 and 1,000 miles 
from Oak Ridge, Tennessee. 

4. There should be available approx- 
imately 1,000 acres of suitable build- 
ing land and 4,000 additional acres for 
security perimeter. 

5. There should be available urban 
centers within a reasonable distance 
capable of supporting a construction 
force of 10,000 men and 1,500 op- 
erators. 

6. Reasonable transportation facili- 
ties should be available or capable of 
development at reasonable cost. 


In the same letter, Chairman Dean 
said the new atomic installation in South 
Carolina had been selected after consid- 
eration of similar criteria, notably the 
power to be available from the Savannah 
river as well as the suitability of the 
water from that stream for certain 
processes at the plant. 

Chairman Dean also said the two sites 
had been settled on after more than a 
year of study by the commission in co- 
Operation with the Army Corps of Engi- 
neers and other Federal agencies. 


* 
Alabama 


Directors Approve Biggest 
Expansion 


Pete of the Alabama Power 
Company have approved a 1951 
building program totaling $27,885,000, 
the largest in the company’s history. Ap- 
proximately one-half of the total will go 
into new generating plants and connect- 
ing lines, company officials said. 

The new capacity, according to a 
company spokesman, will mean a 62 
per cent increase since World War II. 

Expenditures for generating facilities 
include completion of a 100,000-kilowatt 
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addition to the Gorgas Number 2 steam 
plant, the beginning of another 100,000- 
kilowatt addition there to be completed 
in 1952, the completion of a 40,000-kilo- 
watt addition to Chickasaw steam plant 
near Mobile, and progress toward com- 
pletion in 1952 of an additional 55,000- 
kilowatt generating unit at Martin dam. 

Additional transmission lines and sub- 
stations, and enlargement and improve- 
ments to existing transmission substa- 
tions, will total more than $2,500,000, 
while increase in supply facilities and 
extensions to new customers are esti- 
mated at more than $11,000,000. 
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PUBLIC UTILITIES FORTNIGHTLY 
California 


Transit Volume Down— 
Subsidy Sought 


RAFFIC volume on San Francisco’s 

Municipal Railway continued on 
the downgrade during 1950, with 12,- 
521,688 fewer passengers riding than in 
1949. This trend, according to Marmion 
D. Mills, nationally known transit ex- 
pert, is largely due to the increased 
availability and use of private automo- 
biles in the Golden Gate city. 

In the meantime, the Municipal Rail- 
way has asked for additional tax sup- 
port. In submitting its 1951-52 budget 
to the public utilities commission, MR 
asked a subsidy of $1,972,055, an in- 
crease of $910,055 over the 1950-51 sub- 
sidy of $1,062,055. Estimated expenses 
for fiscal 1951-52 total $19,814,117 
against estimated operating receipts of 
$17,842,055. 

Biggest items of increase in the new 
budget are $541,000 for redemption of 
rehabilitation bonds, $113,000 for tire 


rental costs, $58,745 in temporary 
salaries, and $63,722 for materials and 
supplies. 

PUC President Philip F. Landis noted 
that the railway’s aim to operate with- 
out subsidy was “thwarted” by the re- 
quirement that the system continue the 
costly two-man operated streetcars, 
which cost $950,000, “public resistance” 
to elimination of duplicating service on 
parallel lines, and the need for operating 
all cable car lines under the people’s 
mandate. 

The system made no budget allowance 
for the payment of social security taxes 
for railway employees, in line with re- 
cent congressional legislation extending 
the benefit to transit employees. 

Two other contingencies were listed 
which could require additional tax su 
port. One was the possibility that there 
will be a continuing decline in passenger 
traffic and the other the question of wage 
increases which cannot be determined 
until July. 


Georgia 


Utility Antistrike Measure 
Offered 


A BILL aimed at preventing future 

work stoppages in vital public util- 
ity industries has been introduced in the 
state house of representatives. 

The measure would make it unlawful 
for a union to strike and an employer to 
“engage in a lockout” where the “health 
and welfare” of the public are threatened. 
It would also authorize the governor to 
intervene after an investigation discloses 
there is “a threatened” interruption of 
operations of the involved public utility. 


All public utilities operating within the 
state—railroads excepted—would be af- 
fected by the measure. 

Stiff penalties are provided in the bill. 
Any union officer who participates “in 
calling, inciting, or supporting” any 
strike would be fined $1,000, while a 
public utility which “engages in a lock- 
out” would be fined $10,000 for each day 
of the work stoppage. 

Most of the working details of the bill 
are left up to the governor who is 
authorized “to prescribe the necessary 
rules and regulations” to carry out the 
provisions of the act. 


* 
Idaho 


WWPC Sale of Idaho 
Property Blocked 


(i Len Jordan (Republican) 
has signed, into law, a bill which 


will prevent sale of any electric power 
development in the state to a govern- 
mental or quasi governmental organiza- 
tion from outside the state. The bill was 
jammed through both houses of the leg- 
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islature under suspension of the rules in 
late January. 

Spokesmen for the measure said it 
would bar sales of Washington Water 
Power Company installations to Wash- 
ington state public utility districts thus 
removing the facilities from Idaho tax 
rolls. It is estimated that about one- 
third of the company’s physical property 
is in the Gem state. 

WWYP’s annual report shows the com- 
pany has three generating plants in 


Idaho, in addition to transmission lines 
in ten northern counties. The company 
owns power dams at Post Falls on the 
Spokane river and at Lewiston and 
Grangeville on the Clearwater river, 
and a fourth generating plant is planned 
at Cabinet Gorge on the Clark Fork 
river. Rights to build this dam, which 
would almost double the generating ca- 
pacity of the company, were granted in 
January by the Federal Power Com- 
mission. 


* 
Maryland 


Would Increase PSC 
Membership 


EGISLATION to increase membership of 
the public service commission from 
three to five, and to provide for regional 
membership on the commission has been 
introduced in the state senate. 
Under the bill, the commission would 
be composed of members representing 
the eastern shore, southern Maryland, 


central Maryland, western Maryland, 
and the city of Baltimore. Two members 
would belong to the opposite political 
party from that of the governor. There 
is no present residence requirement for 
members of the commission. 

The measure, similar to bills unsuc- 
cessfully introduced in past Free state 
legislative sessions, was sponsored by 
two Republican and two Democratic 
senators. 


Me 
Michigan 


Municipal Transit Loses 


HE municipally owned Detroit 

Street Railway system lost $265,000 
on its over-all December operations, 
although it showed an actual profit on 
its operation of busses and streetcars. 
Interest, taxes, depreciation, and other 
charges accounted for the “red ink,” 


according to the general manager. 

Fares collected totaled $3,964,500, ex- 
ceeding operating costs by $220,000, 
Nowicki said, adding that the nonoperat- 
ing charges turned this operating profit 
into a net loss of $265,550 for the month 
and brought the total loss for the last 
two months of 1950 to more than 


$500,000. 


Wisconsin 


Would Create Districts 


PROPOSED amendment to the state 
Constitution, introduced in the 
legislature late last month, would give 
the state broad authority to appropriate 
funds for the creation of water-power 
districts. 
Under the proposed amendment, which 
was offered by Senator Casimir Kend- 
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ziorski (Democrat), of Milwaukee, the 
state would be empowered to build fa- 
cilities for generating hydroelectric 
power and to develop water-power re- 
sources. 

The proposed amendment also would 
authorize state regulation of rivers and 
the creation of storage basins for water- 
supply, navigation, flood-control, and 
soil conservation purposes. 
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Progress of Regulation 


Electric Company Denied Authority to Serve Territory 
Of Cooperative 


HE New Hampshire commission 

denied an electric company’s peti- 
tion for authority to extend its lines and 
service to an area being served by a co- 
Operative. The record indicated that 
adequate service could be rendered by 
the codperative although several com- 
plaints as to service inadequacy had 
been made. 

No unreasonable or inequitable rate 
differential between the codperative 
service and that which the utility would 
render was apparent. 


The commission felt that to grant the 
utility the right to serve the area would 
result in a duplication of facilities and 
capital investment. It pointed out that 
the proceeding should serve notice to the 
cooperative that there is some dissatis- 
faction with the service it is furnishing, 
and that inasmuch as the codperative 
has invoked commission jurisdiction in 
this case, it would be expected to comply 
with the commission’s request that it im- 
prove service. Re Public Service Co. of 
New Hampshire (D-E2977). 


7 


Electric Rates for Apartment Buildings Unaffected by 
Federal Rent Restrictions 


Fi ip Pennsylvania commission ap- 
proved an electric rate increase and 
dismissed a complaint that the rates were 
unreasonable, excessive, and discrimina- 
tory. Increases in the cost of coal, labor, 
and Federal taxes were urged as reasons 
for the need for higher rates. 

The increased rates affected apartment 
residence units. Owners of these units 
claimed that the rates were discrimina- 
tory since apartments are subject to rent 
control with rents frozen by Federal 
regulation. 

Consequently, they said, they did not 
have the same freedom to recoup their 
increased costs of operation as other 
electric consumers. 

The commission rejected this objec- 
tion as having no bearing on the rate 
question. It ruled that it is its function 
to determine reasonable rates and that 
individual problems of customers, not 


related to public utility service, cannot be 
made the basis of a finding that rates are 
unreasonable. 

Customers also complained that the 
company failed to make any allowance 
for increased usage of electricity, in- 
creased efficiency, and decreasing operat- 
ing costs. The commission rejected this 
complaint, however, on the ground that 
in fixing rates it must deal with experi- 
enced facts tempered only by known de- 
velopments which reliably indicate a 
changed factual situation for future op- 
erations. It pointed out that remedies 
are provided by law to reduce rates if 
earnings become excessive or to increase 
rates when earnings are deficient. 

The amount of return a utility seeks 
when it files a new tariff is not control- 
ling, according to the commission. The 
company may seek more or less than a 
fair return. If the former, a formal ad- 
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judication provides correction, and if the 
latter, the company is not estopped from 
obtaining a fair return at a later date. 
In no event can the return which the 
utility seeks in filing a tariff be forever 
frozen at that amount. 

The commission said that the rate of 
return must be sufficient to provide ade- 
quate capital to provide service. It ob- 
served that the rate of return to a utility 
is not dependent upon the judgment of 
any one individual but is influenced by 


the consensus of the securities market, 
where many investors, independently and 
freely, appraise the attractiveness of the 
investment in a utility stock in competi- 
tion with industrial and other securities. 
A reasonable rate of return is one suffi- 
cient to attract additional capital on rea- 
sonably favorable terms. Such a basis 
serves to safeguard the interest of con- 
sumers in adequate service. Shanis v. 
Philadelphia Electric Co. (Complaint 
Docket No. 14579). 


e 


Commission Follows Prosecutor’s Recommendation Concerning 
Phone Restoration 


HE New Jersey Board of Public 

Utility Commissioners dismissed a 
complaint by a husband and wife against 
a telephone company’s action in discon- 
tinuing service to them upon request of 
the county prosecutor. 

The husband had been convicted of 
bookmaking as a result of a raid on their 
residence and had been fined and placed 
on probation. The wife’s contention that 
she had been neither arrested, nor con- 
victed, nor charged with using the tele- 
phone for unlawful purposes was over- 
ruled with this comment by the commis- 
sion : 

While that is the fact, yet the apart- 


ment to which service is requested to 
be restored is occupied by her as well 
as her husband; an illegal use of the 
premises and of the former telephone 
installation at the apartment by her 
husband led to his conviction of book- 
making. 


The commission concluded by saying 
that inasmuch as the prosecutor still re- 
fused to consent to the restoration of serv- 
ice, it would assume that his decision ac- 
cords with his duties as a law enforce- 
ment official and that it would be error 
for it to nullify his efforts to prevent 
crime. Vacchiano v. New Jersey Bell 
Teleph. Co. (Docket No. 5280). 


e 


Suspension of Rates Is within Commission Discretion 


HE Pennsylvania Superior Court 

dismissed an appeal based on the 
failure of the commission to suspend in- 
creased transportation rates. New tariffs 
had been filed and complaints against 
these tariffs were made. The commis- 
sion could have suspended the increased 
rates but did not do so, in spite of the 
complaints. 

No hearing had been held by the com- 
mission and no order entered. The court 
held that the law providing for appeals 
covers only “orders of the commission.” 
The court said: 


Whether prospective rates will be 
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suspended is within the sound discre- 
tion of the commission. Their power 
in that respect is primarily an admin- 
istrative function and no appeal lies 
from the failure of the commission to 
suspend the operation of the tariff in 
this instance pending final disposition 
of complaints against it. The ap- 
plicable principles of law may be 
found in Philadelphia v. Public Util- 
ity Commission (1949) 164 Pa Super 
Ct 96, 78 PUR NS 484. 


Yosko v. Public Utility Commission 
(Appeal 1232, No. 23, October term, 
1951). 
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New Construction and Added Personnel Considered 


HE North Carolina commission, in 

granting telephone rate increases, 
considered construction work in prog- 
ress, which its auditing staff did not in- 
clude in the company’s net investment, 
since such construction had been com- 
pleted at the time of the hearing. 

The commission further held that it 
should consider the fact that the company 
had committed itself to the employment 
of additional personnel and could show a 
definite added expense per year for such 


increase, especially since the commission 
has the right to compel the company to 
increase personnel. 

The company’s argument that working 
capital should be the gross income for one 
month or the amount of cash now on 
hand which it is using as working fund 
was rejected, and working capital based 
on the total of one month’s operating ex- 
penses, plus materials and funds on hand, 
was allowed. Re North Siate Teleph. 
Co. (Docket No. P-42, Sub 3). 


z 


Rate Increase Granted Notwithstanding Complaints 
Against Service 


HE North Carolina commission 

authorized telephone rate increases, 
although numerous complaints had been 
made against the company’s service. The 
company was not earning a reasonable 
return on its investment. 

The commission allowed as an expense 
item the annual salaries, totaling $12,- 
000, of four members of a family who 
owned all the common stock. This 
amount was considered large in view of 
the fact that the company’s gross annual 
operating revenues were $30,000, but 
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consideration was given to the fact that 
there had never been a dividend de- 
clared in the history of the telephone 
company. 

Inequality of monthly rates among 
three rural exchanges connected by trunk 
lines where a call between any of the ex- 
changes was only 5 cents, subject to no 
time limit, and applying to both station- 
to-station and person-to-person calls, 
was held to be inequitable. Re Old- 
town Teleph. System, Inc. (Docket No. 
P-44). 


Coéperative Electric Facilities Allowed When 
Present Sources Inadequate 


‘i~ Kentucky commission author- 
ized a corporation consisting of 
eighteen rural electric distribution co- 
Operatives to construct and operate a 
generating and transmission system for 
the purpose of supplying its members 
with electric energy in an area served 
by existing electric utilities. It pointed 
out that the existing companies not only 
had failed to deliver energy direct to all 
of the load centers, but also had abso- 
lutely refused, in some instances, to con- 
struct necessary transmission lines to 
deliver the energy. 

The transmission system, if con- 
structed, would greatly reduce the haz- 
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ards of power failure resulting from 
outages. There would also be a great 
saving to the codperatives since they 
would be relieved of the actual cost of 
maintenance, depreciation, and other in- 
cidental costs connected with existing 
transmission lines. Furthermore, they 
would be relieved of the line loss on the 
lines. 

The codperatives had been purchas- 
ing electricity wholesale from the pri- 
vately owned companies. The latter 
companies opposed the new construction 
on the ground that the proposed trans- 
mission facilities would duplicate their 
facilities. It was admitted that the pro- 
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posed lines would parallel existing lines. 
The commission ruled, however, that 
the mere fact that a transmission line 
geographically parallels another line does 
not necessarily mean that the construc- 
tion of the second line would be a dupli- 
cation. It pointed out that if a trans- 
mission line is presently overloaded and 
cannot adequately carry the load re- 
quired by the codperatives, the construc- 
tion of a parallel line would not be a 
duplication. 

For example, if a 69-kilovolt line were 
required, its construction parallel to a 
33-kilovolt line would not necessarily 
be a duplication. A 69-kilovolt line 
would not duplicate a 132-kilovolt line, 


since the cost of tapping such a line for 
codperative purposes would be pro- 
hibitive. 

Evidence indicated that the trans- 
mission lines of the utilities were pri- 
marily constructed to take care of their 
own loads and load centers and were 
never designed for the purpose of meet- 
ing the requirements of the cooperatives. 

The commission found also that the 
proposed generating and transmission 
facilities, when constructed, would be 
able to deliver energy to the member co- 
Operatives at a cost at least as low as 
their present purchase cost. Re East 
Kentucky Rural Electric Coop. Corp. 
(Case No. 2013). 


a 4 


Suit against United States Attorney over 
Denial of Telephone Service 


HE United States Court of Appeals 

for the District of Columbia re- 
versed an order of the Federal District 
Court which temporarily restrained a 
telephone company from discontinuing 
service and restrained the United States 
Attorney from requesting and coercing 
such action. 

Only the United States Attorney ap- 
pealed from the lower court action. The 
court based its reversal on the fact that 
the action of the United States Attorney 
in notifying the company that its facili- 


ties were being used for gambling was 
that of the United States and that con- 
sequently he was not subject to an in- 
junction suit. 

“Unless he is acting pursuant to an 
unconstitutional statute,” the court con- 
cluded, “or is applying a valid statute in 
an unconstitutional manner, or is acting 
outside his statutory authority—in which 
events he is said to be acting individually 
rather than officially—no injunction will 
lie against him.” Fay, U. S. Atty. v. Mi- 
ler (— US App DC —, 183 F2d 986). 


z 


Win and Place As Well As Show Information Costs Movie 
Service Its Phones 


HE appellate division of the New 

York Supreme Court reversed a 
lower court order directing a telephone 
company to restore service to a corpora- 
tion which supplied information to the 
public concerning moving picture shows 
running at various theaters. A fee was 
charged each theater for the service. 

The corporation had sublet part of its 
premises to another corporation which 
provided bookmakers with race track 
post times, scratches, stretch positions, 
win, place, and mutual odds. Upon in- 
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formation received by the company from 
the police commissioner that telephones 
in the premises occupied by the two cor- 
porations were being used to aid and 
abet gambling, the service was discon- 
tinued. 

The lower court found that the two 
corporations were separate entities and 
that the movie information company 
needed 11 of its 29 phones for its legiti- 
mate business. It directed the telephone 
company to restore service on these 
phones provided that they be used 
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only for the movie information service 
and that the corporation completely sep- 
arate itself from the racing information 
business. 

The appellate division disagreed on 
the law and the facts and found that the 
service to bookmakers was the dominant 
one for which telephone facilities were 
used, as distinguished from the profit- 
less venture of supplying information 


e 


with respect to moving picture shows, 
The court also indicated that the 
movie corporation’s president was in- 
strumental in creating the racing service, 
received substantial sums from it, and 
was fully aware of the service which it 
provided to bookmakers. The court con- 
cluded that a clear legal right to restora- 
tion of service had not been shown. Re 
Movietime, Inc. 101 NY 52d 71. 


Carloaders’ Rates Not within State Jurisdiction 


ARLOADERS operating within marine 
terminal areas or on piers, docks, or 
wharves, who were parties to an agree- 
ment made under § 15 of the Federal 
Shipping Act, were authorized by the 
California commission to cancel the 
tariffs which they had on file with it in so 
far as they applied to interstate and 
foreign commerce. 

The commission was not convinced 
that the question as to its right to regu- 
late the loading and unloading activities 
of these companies had been settled by 
the United States Supreme Court. How- 
ever, it based its decision on an earlier 
case in which that Court had ruled: 


e 


. . in determining whether regu- 
latory jurisdiction is governed by Fed- 
eral or state statutes, the test is 
whether the matter on which the state 
asserts the right to act is in any way 
regulated by Federal law. If it is, ac- 
cording to the court (two of the jus- 
tices dissenting), the Federal scheme 
prevails though it is “a more modest, 
less pervasive regulatory plan than 
that of the state.” 


Re “Carloaders” Operating on Piers, 
Docks, Wharves, or within Marine 
Terminal Areas (Decision No. 44671, 
Case No. 5105). 


Telephone Company Ban on Use of Automatic 
Answering Device Upheld 


HE Louisiana commission dis- 

missed a complaint by a distributor 
of an autofnatic telephone answering de- 
vice seeking to. compel a telephone com- 
pany to permit the use of the attachment 
in connection with telephone facilities. 
The device was held to be prohibited un- 
der the company’s foreign attachment 
provisions on file with and approved by 
the commission. 

The tariff provides that “no line, in- 
strument, appliance, or apparatus not 
furnished by the telephone company shall 
be connected with, attached to, or in any 
way, whether physically, by induction or 
otherwise, used in connection with fa- 
cilities of the telephone company.” The 
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answering device is not furnished or 
maintained by the telephone company. It 
is inductively and acoustically connected 
to the telephone set. In order to func- 
tion at all, it must be physically connect- 
ed to the set by direct contact. 

The commission held that the answer- 
ing device falls squarely within the 
meaning of the prohibition. Accordingly, 
it decided that the telephone company 
had not arbitrarily misconstrued and 
applied its tariff provisions. 

The commission said that there should 
be no compromise of this rule by permit- 
ting attachments or devices of others 
who have no responsibility for telephone 
service. The company’s responsibility 
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for good service is subject to regulatory 
control. The commission observed that 
if it should permit others to attach such 
privately owned facilities and to use 
them, the telephone company would lose 
control over that part of the service 
involved. 

The commission would also lose regu- 
latory jurisdiction over that service. 

The commission said that if there is a 
demand for telephone answering service, 
telephone companies should select and 


provide the necessary equipment as well 
as maintain and operate it. This would 
be in the interest of efficient and eco- 
nomical service and would enable the 
commission to retain jurisdiction. It 
ordered the company to keep the com- 
mission informed as to progress made 
toward development of a_ telephone 
answering device. Gulf Tele-Magnet 
Corp. v. Southern Bell Teleph. & Teleg. 
Co. (Order No. 5577, Docket No. 
5500). 


& 


Commission Considers Effect of Map Filing 
On Utility’s Service Area 


> Wisconsin commission denied 
an electric company’s request for a 
rehearing in regard to an order directing 
it to render steam-heating service to a 
hotel within its territory. 

The commission specifically overruled 
two grounds relied on by the utility in 
seeking a review. The first concerned 
the availability of other service to the 
hotel. 

On this point the commission said: 


The availability to the complainant 
of nonpublic utility steam-heating serv- 
ice does not affect its right to demand 
and secure public utility service from 
a public utility with an obligation 
to serve complainant’s premises. 


= 


The second contention of the utility 
was that, in filing a map delineating 
its claimed service area, it had effec- 
tively limited its service obligations to 
territory which excluded the hotel 
property. 

The commission stated the oft-quoted 
rule that what a utility does, and not 
what it professes to do, determines its 
holding out. It then pointed out that the 
indeterminate permit which the com- 
pany held included the hotel property 
and that the company had on several 
occasions extended service to customers 
outside the area set out on the map. 
Tower Operating Co., Inc. v. Wisconsin 
Electric Power Co. (2-U-3363). 


Other Important Rulings 


HE New Jersey commission ruled 

that a telephone company had rea- 
sonable cause for denying service to the 
premises of a used car dealer where the 
toll tickets covering charges billed to the 
premises in a 7-month period indicated 
that about two hundred calls had been 
made to premises where gambling activ- 
ity was known to be carried on. York 
Motors, Inc. v. New Jersey Bell Teleph. 
Co. (Docket No. 5320). 


A telephone company was permitted a 
rate increase by the Georgia commission, 
effective upon its conversion to auto- 
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matic dial operation, where its net in- 
vestment, operating revenues, and ex- 
penses appeared reasonable, where the 
new rate compared favorably with the 
rates of other exchanges of comparable 
type and size, and where the company’s 
return under the new rate would amount 
to 6.3 per cent of total investment. Re 
Leslie-DeSoto Teleph. Co. (File No. 
19511, Docket No. 44-U). 


The Georgia commission, in allowing 
a telephone company a return of 5.67 per 
cent on its investment, disallowed the 
company’s estimate as to uncollectible 
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accounts and allowed one-half of one per 
cent of gross revenues for this item. Re 
Alma Teleph. Co. (File No. 19427, 
Docket No. 26-U). 


The United States District Court 
granted a railroad company an injunction 
restraining a state commission from im- 
posing sanctions for discontinuing pas- 
senger trains, in violation of a commis- 
sion order, and held that the order was 
invalid because there was no longer any 
public necessity for this service and the 
railroad was operating at a large financial 
loss. Louisville & N. R. Co. v. Alabama 
Pub. Service Commission (93 F Supp 
544). 


The Colorado commission authorized 
the discontinuance of passenger trains 
operating at substantial losses in order 
that the amount saved could be applied 
to the continued operation and improve- 
ment of freight service, upon which the 
future prosperity of the territory largely 


depended. Re Denver & R. G. Western 
R. Co. (Application No. 10256, Decision 
No. 35726). 


The Michigan commission, stating 
that, while a utility is entitled to fair com. 
pensation, service must be commensurate 
with rates paid, decided that a company 
must adopt sufficient means to improve 
its plant and equipment to render better 
service in order to enjoy a continuance 
of an authorized rate increase. Re 
Morenci Home Teleph. Co. (T-222- 
50.2). 


The Massachusetts commission or- 
dered that a transportation agreement 
between a motor carrier and a shipper be 
terminated and that the carrier charge 
only rates shown in the tariff where the 
agreement did not clearly indicate which 
filed tariff was applicable and the carrier 
would have an unfair option in choice 
of rates. Re Nemasket Transp. Co., Inc. 
(DPU 9143). 
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Kansas-Nebraska Natural Gas Company, 


Incorporated et al. 
Vv. 


State Corporation Commission et al. 


Nos. 37921, 37920, 37924 
169 Kan 722, 222 P2d 704 
October 7, 1950; rehearing denied January 6, 1951 


PPEAL from judgment directing enforcement of Commis- 
A sion order fixing a minimum wellhead price for natural 
gas; affirmed. For Commission decision, see (1949) 77 PUR 

NS 150. 


Interstate commerce, § 37.1 — Federal Commission jurisdiction — Local gas sales 
and distribution. 
1. Under the Federal Natural Gas Act of June 21, 1938, Chap 556, 52 Stat 
821, 15 USCA § 717 et seq., the jurisdiction of the Federal Power Com- 
mission does not extend to intrastate transportation or sale of natural gas, 
or to the local distribution of natural gas, or to the facilities used for such 
distribution, or to the production or gathering of natural gas, p. 104. 


Gas, § 2 — Powers of state — Natural gas production and distribution. 
2. In this state the production and distribution of natural gas for light, fuel, 
and power is a business of a public nature, the control of which belongs to 
the state. Following La Harpe v. Elm Twp. Gas, Light, Fuel & Power Co. 
(1904) 69 Kan 97, 76 Pac 448, p. 104. 

Gas, § 9 — Conservation — Avoidance of waste. 
3. The dominant purpose of our statutes pertaining to the production and 
conservation of natural gas, G. S. 1947 Supp 55-701 to 55-713, is to pro- 
hibit waste of natural gas in Kansas, not only in the manner and under the 
conditions of its production, but for such purposes as would constitute 
waste, p. 104. 


Gas, § 2 — Powers of state — Protection of landowners. 
4. The statute is also designed to protect the relative rights of the owners 
of real property from which natural gas is produced from a common source 
of supply, p. 104. 


Gas, § 3 — Jurisdiction of Commission — Prevention of waste. 
5. The statutes place authority in the State Corporation Commission, on 
proper application made to it, to hear the evidence and to make appropriate 
orders to prevent waste of natural gas in its production, distribution, or sale 
in this state, and to so regulate the taking of natural gas from a common 
source of supply as to prevent inequitable or unfair taking and to prevent 


[7] 97 86 PUR NS 





KANSAS SUPREME COURT 


unreasonable discrimination in favor of or against any producer of gas from 
such common source of supply, p. 104. 
Gas, § 3 — Powers of Commission — Minimum price at wellhead. 

6. Our statute gives the Corporation Commission authority to make ap 
order fixing a minimum wellhead price for natural gas taken from a com- 
mon source of supply if the evidence before the Commission justifies its 
conclusion that such an order is necessary in order to prevent waste and to 
secure the relative rights of owners of real property from which gas is 
produced from a common source of supply, p. 104. 


Gas, § 3 — Minimum price at wellhead — Constitutional limitations. 


7. Such an order, if applied to the Hugoton gas field in Kansas, is not void 
as being in violation of § 17, Art 2, of our Constitution, p. 107. 


Headnotes by the Court. 


On Rehearing 
Interstate Commerce, § 37.1 — Jurisdiction of state Commission — Effect of Nat- 


ural Gas Act. 


8. The Natural Gas Act does not vest jurisdiction in the Federal Power 
Commission to fix the price of natural gas at the wellhead, so as to deprive 
the state Commission of jurisdiction to fix such price, even though a large 
percentage of the gas produced or purchased in the gas field is transported 


in interstate commerce, p. 108. 


(Price and WepettL, JJ., dissent.) 


APPEARANCES: M. F. Cosgrove, of 
Topeka, argued the cause, and James 
D. Conway, of Hastings, Neb., and 
D. B. Lang, of Scott City, were with 
him on the briefs for appellant Kan- 
sas-Nebraska Natural Gas Co., Inc.; 
Mark H. Adams, of Wichita, argued 
the cause, and Lawrence I. Shaw, of 
Omaha, Neb., and A. M. Fleming, of 
Garden City, were with him on the 
briefs for appellant Northern Natural 
Gas Co.; Louis R. Gates, of Kansas 
City, argued the cause, and Mark H. 
Adams, of Wichita, and Edw. H. 
Lange, of Kansas City, Mo., were 
with him on the briefs for appellant 
Panhandle Eastern Pipe Line Co.; 
Jay Kyle, General Counsel, State Cor- 
poration Commission, of Topeka, R. 
C. Woodward, Special Counsel, of El 
Dorado, and Howard T. Fleeson and 
Dale M. Stucky, both of Wichita, of 
counsel, argued the cause and were on 
the briefs for appellees. 
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Harvey, CJ.: These consolidated 
appeals are from judgments of the 
district court, which upon review of 
an interim order of the State Corpora- 
tion Commission fixing a minimum 
price of 8 cents per thousand feet at 
the wellhead for natural gas taken 
from the Hugoton gas field, found the 
same lawful and reasonable and di- 
rected their enforcement. 

What is commonly spoken of as the 
Hugoton gas field is approximately 60 
miles long and 40 miles wide, covering 
parts of several counties situated in the 
southwest corner of Kansas and ex- 
tending south across Texas county, 
Oklahoma, and into one or more coun- 
ties of northern Texas. We are cor- 
cerned here with only that part of the 
Hugoton gas field which is in Kansas. 
It is said to be the largest known res 
ervoir of natural gas and is found at 
a depth of from about 2,600 to 2,900 
feet in a porous formation about 50 
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feet thick. It was discovered near 
Hugoton in 1922, but it was not until 
about 1929 that its possibilities for 
domestic and industrial purposes had 
been fully realized. At the time of the 
hearing before the Commission about 
1,000 wells had been drilled and pipe- 
lines had been laid to convey the gas 
to many cities and communities in 
Kansas and also in Colorado, Ne- 
braska, and states north, as far as 
Minneapolis, and east to cities in 
Michigan and points between. Sev- 
eral million feet of natural gas per day 
were being taken from the wells. The 
supply was greatly in excess of the 
market demands. Many of the pro- 


ducers had not been able to market 
their gas through any of the pipelines. 
Prices being paid to producers varied 
from 4 to 8 cents per thousand cubic 
feet. There was really no open market 


for it—the producers had to accept 
what the pipeline companies would of- 
fer to pay. 

On February 6, 1948, the South- 
west Kansas Royalty Owners Associ- 
ation, a nonprofit corporation com- 
posed of about 1,200 members and 
eighteen individuals, each the owner 
of mineral interests in real property in 
the Hugoton gas field, filed a petition 
with the Corporation Commission 
which alleged that under the land 
owned by the petitioners and others is 
the natural gas reservoir and source 
of supply known as the Hugoton gas 
field, which constitutes a natural re- 
source which should be conserved and 
the waste of which should be pro- 
hibited by the Commission, and stated 
particulars not necessary to be noted 
here in view of an amended petition in 
which preventable waste existed. The 
petition was received and given docket 


No. 35,154-C (C-1868 Conservation 
Division). Each of the appellants 
here intervened and filed a written 
protest, and the Cities Service Gas 
Company filed a motion to dismiss. 
After due notice to all interested par- 
ties a pre-trial hearing was had July 
19 and 20, 1948, of oral and written 
arguments as to the legal questions in- 
volved, including jurisdiction of the 
Commission, during which the peti- 
tioners were given leave to file an 
amended petition, and a date was fixed 
for the hearing of evidence, the Com- 
mission reserving its ruling upon the 
legal questions. The amended peti- 
tion was filed August 4, 1948. Hear- 
ings were had from October 18th 
through the 22nd and December 13th 
through the 15th, at which evidence 
was offered. On February 18, 1949, 
the Commission filed its interim order, 
which sufficiently sets forth the ques- 
tions presented by the amended peti- 
tion and the ruling of the Commission 
thereon, the pertinent portions of 
which are as follows: 

The interim order recited the con- 
sideration of the evidence and the 
arguments and briefs of counsel, the 
filing of the petition and amended peti- 
tion, and stated that the petitions, as 
amended, “requested that the Com- 
mission : 

“(a) Institute an investigation into 
the issues raised by the amended peti- 
tion, 

“(b) Establish a uniform mini- 
mum price at which gas may be taken 
out of the producing structures in 
the Hugoton field in Kansas of not 
less than 10 cents per thousand cubic 
feet, 

“(c) Require all purchasers and 
takers of gas in and from the Hugoton 

86 PURNS 





KANSAS SUPREME COURT 


field to take ratably from each com- 
pleted well in the field, 

“(d) Establish atmospheric pres- 
sure as the base for measurement of 
the natural gas taken from the Hugo- 
ton field.” 

Paragraph 2 recites the hearings 
and notices therefor, and 

“At the conclusion of these proceed- 
ings, all of the questions of fact and of 
law were taken under advisement by 
the Commission. 

“3. Gas Conservation Rule 82-2- 
201 of this Commission is statewide in 
its application. Among other terms, 
it defines ‘Gas, Cubic Foot’ as the 
volume of gas required to fill one cubic 
foot of space at a temperature of 60 
degrees Fahrenheit and under an ab- 
solute pressure of 16.4 pounds. To 
provide for a different pressure base 
in the Hugoton basic order would re- 


quire amendment of this statewide 


rule. These proceedings, noticed as 
applicable only to the Kansas Hugoton 
field, are not competent to effect an 
amendment to a statewide rule or reg- 
ulation. The Commission, having so 
limited this inquiry, is without juris- 
diction here to establish a pressure 
base differing from the base set forth 
in the above noted Gas Conservation 
Rule. However, issues fairly raised 
in this proceeding make it appear to 
the Commission that an investigation 
on a statewide basis should be initiated 
to determine whether Rule 82-2-201 
should be amended and the Commis- 
sion is this day entering its order in 
Docket No. 34,780-C (C-1825) insti- 
tuting such an investigation. 

“4. The Commission has jurisdic- 
tion and authority to determine the 
value of gas at the wellhead in the 
Kansas Hugoton field and to require 
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that no gas may be taken out of the 
producing structures unless the takers 
of such gas attribute such value to the 
gas for purposes of payment to the 
producer, landowner, lease-holder, or 
royalty owner, and to fix a minimum 
wellhead price at which natural gas 
may be taken from the Kansas Hugo- 
ton field, when such determination and 
requirement or fixing of price is a 
necessary or appropriate means of 
giving effect to the intent and purpose 
of the statutes relating to the produc- 
tion and conservation of natural gas 
(G.S.1947 Supp. 55-701 to 55-713, 
incl. ). 

“5. The record in this proceeding 
does not explore fully all the factors 
which the Commission deems it neces- 
sary to consider in arriving at a final 
determination as to the value of gas at 
the wellhead in the Kansas Hugoton 
field or as to what minimum wellhead 
price should be fixed for the sale of 
natural gas. To secure the further in- 
formation it requires, the Commission 
is this date, on its own motion, enter- 
ing its order instituting an investiga- 
tion in Docket No. C-164. However, 
undisputed evidence now before the 
Commission in this record establishes 
that in order to give effect to all the 
intents and purposes of the statutes re- 
lating to production and conservation 
of natural gas, it is necessary and 
appropriate for the Commission to de- 
termine, pending completion of the in- 
vestigation today instituted in Docket 
No. C-164, that the fair and reason- 
able value of natural gas at the well- 
head in the Hugoton field is at least 
8 cents per thousand cubic feet, and 
that the taking of gas out of the field 
without attributing such value thereto 
for purposes of payment to the pro- 
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ducers, landowners and royalty own- 
ers is not conducive to the fulfilment of 
the intents and purposes of the statutes 
relating to the production and conser- 
vation of natural gas and should be 
prevented. 

“6. No person, firm, or corporation 
taking gas from the Hugoton field 
should take or cause such gas to be 
taken out of the producing structures 
or formations thereof without attrib- 
uting thereto for purposes of payment 
to the producers, landowners, lease- 
owners, and royalty owners a fair and 
reasonable value at the wellhead of at 
least 8 cents per thousand cubic feet 
of gas.” 

Paragraph 7 pertains to the keeping 
of books of gas taken from the field 
and provides: 

“Pending completion of the investi- 
gation in Docket No. C-164 instituted 
today, which investigation may result 
in modification of the determination of 
the value of gas, m 

It further provides that those taking 
the gas should be required to make 
actual payments of the differences to 
the persons entitled thereto, or deposit 
or impound the funds in their own 
treasury or give bond for such pay- 
ment. 

“8. It is not established in the rec- 
ord now considered that ratable-tak- 
ing within the meaning of the statutes 
above referred to is not being accom- 
plished. It has been strongly urged 
by the applicants herein that the basic 
order for the Kansas Hugoton field 
does not require purchasers within 
that field to take ratably from each 
developed well. The Commission’s 
desire to fulfil completely the purpose 
and intent of the laws relating to the 
production and conservation of nat- 
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ural gas prompts it to explore more 
fully the conditions and circumstances 
related to applicants’ contentions. It 
is, therefore, entering its order in 
Docket No. C-164 instituting an in- 
vestigation to determine whether the 
basic proration order, applicable to the 
Hugoton field, should be amended to 
further insure ratable-taking within 
the meaning of the gas conservation 
laws. 

“Tt is, therefore, by the Commission 
ordered: That from and after the ef- 
fective date of this order and until the 
further order of the Commission in 
this docket or in Docket No. C-164 
following or in the course of the in- 
vestigation today instituted : 

“1. No person, firm, or corpora- 
tion taking gas from the Hugoton 
field shall take or cause such gas to be 
taken out of the producing structures 
or formations thereof without attrib- 
uting thereto for purposes of payment 
to the producers, landowners, lease- 
owners, and royalty owners a fair and 
reasonable value at the wellhead of 
not less than 8 cents per thousand 
cubic feet. 

“4, This order shall take effect and 
be enforced from and after 12:01 a.M., 
March 1, 1949, and shall remain in 
force and effect until the further order 
of this Commission. 

“The Commission hereby retains 
jurisdiction of this cause and of the 
subject matter and the parties hereto 
for such other and further orders as 
the circumstances may require.” 

On the date the Commission filed 
its interim order in docket No. 35,- 
154-C (C-1868) it made an order in 
docket No. C-164 by which it de- 
termined, on the Commission’s own 
motion, that an investigation should 
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be instituted to develop and explore 
all the facts and circumstances perti- 
nent to a determination of the value 
of gas at the wellhead in the Kansas 
Hugoton gas field and as to what min- 
imum wellhead price should be fixed 
for the sale of such gas, hearings pur- 
suant to such investigation to be held 
upon proper notice at such times and 
places as the Commission might order. 

On February 23, 1949, 77 PUR 
NS 150, the Commission filed its 
memorandum opinion, setting out its 
reason for making the interim order. 
This included a history of the pro- 
ceeding, of our legislative history re- 
lating to the production and conserva- 
tion of natural gas, and the history of 
the development of the Hugoton gas 
field, and found authority for its in- 
terim order in our statute. G.S, 1947 


Supp. 55-701 to 55-713. The Com- 


mission on the same date issued an 
order in docket No. C-164 by which, 
on its own motion, it instituted an in- 
vestigation, with hearings to be held 
thereon after due notice, for the pur- 
pose of determining whether existing 
orders, rules, and regulations were 
sufficient in scope to require ratable 
taking from each and every well in the 
field, and whether, under existing or- 
ders, rules, and regulations, it was 
necessary to make amendments, altera- 
tions, and changes therein for the pro- 
tection of correlative rights, conserva- 
tion of natural gas, orderly develop- 
ment of the field, ratable taking, and 
for such other purposes as might be 
deemed necessary. On the same date 
the Commission, on its own motion, 
made an order in docket No. 34,780-C 
(C-1825) for further consideration of 
the unit of measurement known as 
“Gas Cubic Foot,” defined in rule 82- 
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2-201 of the general rules and regula. 
tions for the conservation of crude oi 
and natural gas. 

Each of the appellants filed a motion 
for rehearing, which motions were 
considered by the Commission and 
overruled. Whereupon the appellants 
filed their respective actions for ju. 
dicial review of the interim order of 
the Commission by the district court, 
as provided in G.S.1947 Supp. 55-606, 
as authorized by 55-707. . These ac- 
tions were heard together by the dis- 
trict court on September 12 and 13, 
1949, and taken under advisement by 
the court. On September 24, 1949, 
the district court made its findings and 
judgment in each of the actions as fol- 
lows. The court found: 

“1. That the interim order entered 
by the State Corporation Commis- 
sion of the state of Kansas, one of the 
defendants herein, in its Docket 35- 
154-C (C-1868) on the 18th day of 
February, 1949, was a lawful and rea- 
sonable order : 

“2. That said interim order here 
before this court on a petition for re- 
view under G.S.1947 Supp. 55-707, 
should be upheld and sustained. 

“Tt is therefore by the court or- 
dered, adjudged, and decreed that said 
interim order entered by the State 
Corporation Commission of the state 
of Kansas, one of the defendants here- 
in, in its Docket 35154-C (C-1868) 
on the 18th day of February, 1949, be 
and the same is hereby upheld and sus- 
tained. That the costs of review in 
this court be assessed to the plaintiff. 

“Ray H. Calihan, District Judge.” 

Each of the plaintiffs filed a motion 
for a new trial in the district court, 
which was considered by the court and 
overruled, and each of them timely ap- 
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pealed to this court, where the cases 
were consolidated for hearing. 

We turn now to the consideration 
of the legal questions presented. Ap- 
pellants contend that since they are en- 
gaged in the business of transporting 
natural gas in interstate commerce 
they are governed wholly by the Fed- 
eral Natural Gas Act of June 21, 1938, 
Chap 556, 52 Stat 821, 15 USCA § 
717 et seq. This is “An act to regu- 
late the transportation and sale of nat- 
ural gas in interstate commerce, and 
for other purposes.” It first declares 
the “necessity for regulation of natural 
gas companies,” contains a declaration 
of policy, and specifies the application 
of its provisions with exemptions 
thereto. The pertinent portions read: 


“Section 1. (a) As disclosed in re- 
ports of the Federal Trade Commis- 
sion made pursuant to S.Res. 83 


(Seventieth Congress, first session) 
and other reports made pursuant to 
the authority of Congress, it is de- 
cared that the business of transport- 
ing and selling natural gas for ultimate 
distribution to the public is affected 
with a public interest, and that Federal 
regulation in matters relating to the 
transportation of natural gas and the 
sale thereof in interstate and foreign 
commerce is necessary in the public 
interest. 


“(b) The provisions of this act 
shall apply to the transportation of 
natural gas in interstate commerce, to 
the sale in interstate commerce of nat- 
ural gas for resale for ultimate public 
consumption for domestic, commer- 
cial, industrial, or any other use, and 
to natural-gas companies engaged in 
such transportation or sale, but shall 
not apply to any other transportation 
or sale of natural gas or to the local 
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distribution of natural gas or to the fa- 
cilities used for such distribution or to 
the production or gathering of natural 
gas.” (Italics supplied.) 

The question appears to have been 
settled in Federal Power Commission 
v. Panhandle Eastern Pipe Line Co. 
(1949) 76 PUR NS 129, 172 F2d 
57, 58. There Panhandle (the appel- 
lant here in No. 37,924) in Septem- 
ber, 1948, organized the Hugoton 
Producing Company, transferred to it 
gas leases on 97,000 acres of land in 
the Hugoton gas field in Kansas, re- 
serving the option to purchase gas 
produced therefrom after a date 
named, paid Hugoton $675,000 in 
cash and took back from it all of its 
outstanding capital stock, which it un- 
dertook to distribute in dividends to 
its stockholders. The Federal Power 
Commission sued to enjoin the trans- 
fer because its approval of the transac- 
tion had not been obtained. From an 
adverse decision in the district court 
it appealed. The United States court 
of appeals, third circuit, affirmed, and 
in the opinion (by Goodrich) used the 
following language : 

“The controversy here arises out of 
the statute known as the Natural Gas 
Act passed in 1938. That statute by 
its first section declares that Federal 
regulation in the matters of trans- 
portation of natural gas and the sale 
thereof in interstate and foreign com- 
merce is necessary in the public inter- 
est. There is no doubt that Panhandle 
is transporting and selling natural gas 
in interstate commerce and that under 
§ 1 of the act such transportation and 
sale by the company are subject to its 
provisions. The last sentence of the 
first section of the statute, however, 
carves out from the subject matter to 
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be regulated a very important excep- 
tion. The words are: ‘but 


shall not apply to any other trans- 
portation or sale of natural gas or to 
the local distribution of natural gas or 
to the facilities used for such distribu- 
tion or to the production or gathering 
of natural gas.’ 15 USCA § 717(b). 


“That there is a connection between 
the handling of matters in a local gas 
field and interstate transportation and 
sale of gas cannot be denied. No doubt 
Congress could have gone much fur- 
ther than it did in fixing the scope of 
Federal regulation. But it clearly and 
intentionally drew a line short of 
where it could have gone.” 

On certiorari this was affirmed in 
Federal Power Commission v. Pan- 
handle Eastern Pipe Line Co. (1949) 
337 US 498, 502-505, 93 L ed 1499, 
81 PUR NS 161, 164, 69 S Ct 1251, 
1255, where it was held: 

“Section 1 (b) of the Natural Gas 
Act, excluding ‘the production or 
gathering of natural gas’ from the 
Commission’s jurisdiction left the 
transfer of gas leases to state regula- 
tion and outside the scope of the Com- 
mission’s regulatory powers.” 

In the opinion, 337 US at pp. 509- 
513, 81 PUR NS at pp. 169, 170, 
69 S Ct at p. 1258, it was said: 

“The legislative history of this act 
is replete with evidence of the care 
taken by Congress to keep the power 
over the production and gathering of 
gas within the states. This probably 
occurred because the state legislatures, 
in the interests of conservation, had 
delegated broad and elaborate power 
to their regulatory bodies over all as- 
pects of producing gas. (See, for ex- 
ample, Kansas Gen Stat §§ 55-701 to 
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55-713 (1947 Supp) ; Mich Stat Ann 
Chap 97, §§ 13.138 (1)-13.140 (10) 
(Supp 1947) ; Okla Stat Ann title 52 
Chap 3, §§ 81-247; Texas Rev Ciy 
Stat title 102, § 6008 et seq. (Ver. 
non, 1925, with Supp 1948) ; La Gen 
Stat §§ 4766-4826.2.) The Natural 
Gas Act was designed to supplement 
state power and to produce a harmoni- 
ous and comprehensive regulation of 
the industry. Neither state nor Fed- 
eral regulatory body was to encroach 
upon the jurisdiction of the other, 
Congress enacted this act after ful 
consideration of the problems of pro- 
duction and distribution. It considered 
the state interests as well as the na 
tional interest. It had both producers 
and consumers in mind. Legislative 
adjustments were made to reconcile 
the conflicting views.” 

[1] These decisions have not been 
set aside or modified. From them and 
from the statute itself it is clear that 
the Federal Natural Gas Act has no 
application to intrastate transportation 
or sale of natural gas, or to its local 
distribution, or to its production, or 
gathering. Certainly it was not de 
signed to limit or destroy the authority 
of states in which natural gas is found 
to conserve natural gas and to prevent 
waste in its production, gathering, 
distribution, or sale. Congress made 
it clear such a result would not follow, 
and in doing so took cognizance of the 
specific Kansas statute here involved 
and of statutes of other states designed 
to conserve natural gas and to prevent 
waste in its production, gathering, dis- 
tribution, or sale. 

[2-6] Appellants contend the legis- 
lature has not given the Commission 
authority to fix a wellhead price for 
natural gas. We wish to make it cleat 
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that appellants do not contend the state 
has no authority to fix such a price 
when it deems such action necessary 
to conserve natural gas, by a direct act 
of the legislature, or by an act spe- 
cifically authorizing the Commission 
to do so. Indeed, we interpret their 
position as conceding the state has 
such authority. Hence, there is no 
purpose or necessity in discussing such 
authority here. We do no more than 
refer to the fact that as early as 1904, 
in La Harpe v. Elm Twp. Gas, Light, 
Fuel & Power Co. (1904) 69 Kan 97, 
76 Pac 448, it was held: 

“The production and distribution of 
natural gas for light, fuel, and power 
is a business of a public nature, the 
control of which belongs to the state.” 

That doctrine has inhered in our 
subsequent statutes and decisions. 

Our first statute dealing specifically 
with “the production and conservation 
of natural gas” was enacted in 1935, 
Chap 213, Laws 1935, and was em- 
bodied in our General Statutes of 1935 
as §§ 55-701 to 55-711. The statute 
was rewritten in 1945, Chap 233, 
Laws 1945, and now appears in G.S. 
1947 Supp as §§ 55-701 to 55-713. 
The pertinent portions of the statute 
may be quoted or summarized as fol- 
lows : 

“That the production of natural gas 
in the state of Kansas in such manner 
and under such conditions and for 
such purposes as to constitute waste 
is hereby prohibited.” G.S.1947 Supp 
55-701. 

“That the term ‘waste’ as herein 
used, in addition to its ordinary mean- 
ing, shall include economic waste, un- 
derground waste, and surface waste. 
Economic waste as used in this act, 
shall mean the use of natural gas 
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in any manner or process except for 
efficient light, fuel, carbon black manu- 
facturing and repressuring, or for 
chemical or other processes by which 
such gas is efficiently converted into a 
solid or a liquid substance. The term 
‘common source of supply’ wherever 
used in this act, shall include that por- 
tion lying within this state of any gas 
reservoir lying partly within and 
partly without this state. The term 
‘Commission’ as used herein shall 
mean the State Corporation Commis- 
sion of the state of Kansas, its suc- 
cessors, or such other Commission or 
Board as may hereafter be vested with 
jurisdiction over the subject matter of 
this act.” G.S.1947 Supp 55-702. 
“That whenever the available pro- 
duction of natural gas from any com- 
mon source of supply is in excess of 
the market demands for such gas from 
such common source of supply, or 
whenever the market demands for nat- 
ural gas from any common source of 
supply can be fulfilled only by the pro- 
duction of natural gas therefrom under 
conditions constituting waste as here- 
in defined, or whenever the Commis- 
sion finds and determines that the or- 
derly development of, and production 
of natural gas from, any common 
source of supply requires the exercise 
of its jurisdiction, then any person, 
firm, or corporation having the right 
to produce natural gas therefrom, may 
produce only such portion of all the 
natural gas that may be currently pro- 
duced without waste and to satisfy the 
market demands, as will permit each 
developed lease to ultimately produce 
approximately the amount of gas un- 
derlying such developed lease and cur- 
rently produce proportionately with 
other developed leases in said common 
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source of supply without uncompen- 
sated cognizable drainage between 
separately owned, developed leases or 
parts thereof. The Commission shall 
so regulate the taking of natural gas 
from any and all such common sources 
of supply within the state as to prevent 
the inequitable or unfair taking from 
such common source of supply by any 
person, firm, or corporation and to 
prevent unreasonable discrimination 
in favor of or against any producer 
in any such common source of sup- 
ply. .” G.S.1947 Supp 55- 
703. 

“The Commission shall promulgate 
such rules and regulations as may be 
necessary for the prevention of waste 
as defined by this act, the protection 
of all water, oil, or gas-bearing strata 
encountered in any well drilled in such 
common source of supply, ascertaining 
the several factors entering into the 
determination of the productive capac- 
ity of each well, the total productive 
capacity of all wells in the common 
source of supply, the establishment of 
such other standard or standards as 
the Commission may find proper to 
determine the productive capacity of 
each well and of all wells in such com- 
mon source of supply, and as the Com- 
mission may find necessary and proper 
to carry out the spirit and purpose of 
this act: . . . .” GS. 1947 Supp 
55-704. 


Other provisions of the statute per- 
tain to procedure and other details 
which are not in question. 

The dominant purpose of this stat- 
ute is to prohibit waste of natural gas 
in Kansas, not only in the manner and 
under the conditions of its production, 
but for such purposes as would con- 
stitute waste. In order that the term 
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“waste” should not be narrowly con- 
strued the statute makes it clear that 
it is to include economic, under- 
ground, and surface waste, and the 
term “economic waste” is defined. 
These provisions were for the purpose, 
if necessary, of expanding the meaning 
of the term “waste” and not for the 
purpose of limiting such meaning, 
The statute also deals with the rights 
of owners of property under which 
there is a common source of supply of 
natural gas. We think the statute is 
broad enough to authorize the Com- 
mission to make any rule or order to 
prohibit waste of natural gas, upon 
proper application made to it, if the 
evidence discloses waste in the manner 
or conditions or purpose of its produc- 
tion. It is true the statute did not 
specifically authorize the Commission 
to fix a wellhead minimum price to be 
paid for gas produced. It did not for- 
bid the Commission to do so if and 
when the evidence disclosed the fixing 
of such price would tend to prevent 
waste and the inequitable and unfair 
taking of gas from a common source 
of supply. Hence, the legal question 
presented by appellants, that the stat- 
ute did not authorize the Commission 
to make the interim order complained 
of, is not well taken. 

We shall not attempt a detailed re- 
cital of the evidence upon which the 
Commission apparently relied in fix- 
ing a minimum wellhead price of 8 
cents per thousand cubic feet of gas to 
be taken from the Hugoton field. The 
testimony is lengthy and explained 
or illustrated by numerous maps, 
charts, and tables of figures. The 
witnesses who testified upon the sub- 
ject were well educated along those 
lines and had years of experience in 
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the production and marketing of gas 
and economics as applied thereto, and 
were outstanding writers upon that 
subject. Their qualifications were not 
questioned, neither was there any con- 
tention that any of them in any way 
was biased or prejudiced. They gave 
it as their judgment that one of the 
best ways to conserve gas and prevent 
waste in the Hugoton gas field is to fix 
a minimum wellhead price for gas. 
The lowest figure stated by any of 
them was 8 cents per thousand cubic 
feet. Others put the minimum figure 
higher. This evidence was not con- 
tradicted by the appellants. They ap- 
pear to have presented their defense 
before the Commission and the trial 
court, and their appeal here is upon 
legal questions and not upon questions 
of fact. We think the Commission 
was justified in finding upon the evi- 
dence before it that to prevent waste 
of gas in the Hugoton field a minimum 
wellhead price of 8 cents per thousand 
cubic feet was justified, and that the 
trial court correctly found the order 
of the Commission in this respect to 
be reasonable. We take note of the 
fact that the Commission did not re- 
gard this as a final order. The order 
was made upon the evidence then be- 
fore the Commission, which on its 
own motion transferred the matter to 
docket No. C-164 for further study. 

[7] Appellants contend the order 
of the Commission constitutes a spe- 
cial law, being limited solely to the 
Kansas Hugoton gas field, and there- 
fore violates § 17, Art 2, of our Con- 
stitution, which reads: 


“All laws of a general nature shall 
have a uniform operation throughout 
the state ; and in all cases where a gen- 
eral law can be made applicable, no 
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special law shall be enacted; and 
whether or not a law enacted is re- 
pugnant to this provision of the Con- 
stitution shall be construed and deter- 
mined by the courts of the state.” 

This provision of our Constitution 
was intended to apply to laws enacted 
by the state legislature. Appellants 
contend it has been held to apply to 
any law purporting to be made by pub- 
lic authority and cite some authorities 
from other jurisdictions tending to 
support that view. No case in Kansas 
is cited as supporting that view un- 
der our Constitution. But we need 
not decide that question here. The 
court takes judicial notice of the fact 
that the Hugoton gas field in Kansas 
differs in many respects from any 
other gas field in the state. We think 
the order is not void because it applies 
only to the Hugoton gas field. 


Appellants contend the order con- 
travenes the interestate compact to 
conserve oil and gas, G.S.1935, 55— 
803 to 55-808, incl., as extended. The 
point is not well taken. The declared 
purpose of the compact, as stated in 
Article II thereof, is “to conserve oil 
and gas by the prevention of physical 
waste thereof from any cause.” And 
in Article III, after listing six particu- 
lars in which the states joining in the 
compact agreed to enact laws or to 
continue them in force for the preven- 
tion of waste, contains this language: 
“The enumeration of the foregoing 
subjects shall not limit the scope of the 
authority of any state.” We see 
nothing in the compact that would pre- 
vent our state from enacting the stat- 
utes under which the Commission op- 
erated. 

Appellants contend the interim or- 
der complained of violates their exist- 
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ing contracts for the purchase of gas. 
The point is not well taken. Appel- 
lants obtain the gas which they pass 
through their pipelines in one of two 
ways,—by purchase or by production. 
The standard form gas purchase price 
used by the appellants in the Hugoton 
gas field contains this clause: 

“Contract subject to present and 
future orders, rules, and regulations of 
duly constituted authorities having 
jurisdiction.” 

By this the parties anticipated 
modification of the contract by a duly 
constituted authority having jurisdic- 
tion. Under our previous holdings 
herein the Corporation Commission 
is such a body. The appellants get 
some of the gas from wells under ordi- 
nary gas leases with the owners of real 
property. These leases do not attempt 


to fix any price for the lessor’s royalty. 


The pertinent provision in the lease 
reads: 

“The lessee shall monthly pay lessor 
as royalty on gas marketed from each 
well where gas only is found, one- 
eighth of the proceeds if sold at the 
well, or if marketed by lessee off the 
leased premises, then one-eighth of its 
market value at the well.” 

The result is the appellants have no 
prior contracts which will be violated 
by the order complained of here. 

Other points argued by the appel- 
lants have been considered and found 
to be without substantial merit. 

The judgment of the trial court is 
affirmed. 


Price, J., dissenting: I am unable 
to agree to the result reached in the 
opinion written for the court and will 
state my views very briefly. 

In doing so I do not propose to de- 
bate the merits of the question whether 


the Commission should or should not 
have power to fix the price of natural 
gas at the wellhead in the Hugoton or 
any other gas field. As I see it the 
question is—does it possess such 
power under the statute? The Com- 
mission has only such powers as have 
been conferred upon it by the legis- 
lature. Nowhere in the provisions of 
G.S.1947 Supp 55-701, 702, 703 and 
704 do I find any such authority 
granted. In fact, at the 1947 session 
of the legislature, H. B. 129 spe- 
cifically empowered the Commission 
a to fix a minimum price at 
which gas may be purchased at the 
wellhead. ” It is true that this 
bill, which passed both houses of the 
legislature, was vetoed by the gover- 
nor and therefore did not become a 
part of our law—but, in my opinion it 
was definitely a legislative recognition 
of the fact that no such power previ- 
ously existed. In the absence of such 
statutory authority I am unwilling to 
say that an administrative agency, 
board, or commission possesses the 
power to do what was done here and 
for that reason I think the order of 
the Commission was unlawful and 
should be set aside. 


Wedell, J., concurring. 


On Rehearing 


Harvey, CJ.: 

[8] In their motion for rehearing 
counsel for appellants contend that 
since the large percentage of the gas 
produced or purchased by appellants 
in the Hugoton gas field is transported 
in interstate commerce and sold for re- 
sale in other states the authority to de- 
termine a wellhead value of gas and 
to make a price-fixing order is vested 
in the Federal Power Commission un- 
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der the Natural Gas Act (15 USCA 
717) and not in the State Corpora- 
tion Commission, citing Interstate 
Nat. Gas Co. v. Federal Power Com- 
mission (1947) 331 US 682, 91 L ed 
1742, 69 PUR NS 1, 67 S Ct 1482, 
as having fully determined the mat- 
ter. The point is not well taken and 
the case cited does not support that 
view. The opinion cited and the 
opinions in the same case in the in- 
ferior courts clearly demonstrate the 
contrary. The case originated by a 
complaint filed in 1939 by the Louisi- 
ana Public Service Commission with 
the Federal Power Commission, com- 
plaining of rates for the sale of gas in 
Louisiana, transporting it interstate 
by the Interstate Natural Gas Com- 
pany. On December 5, 1939, the Fed- 
eral Power Commission enlarged the 
scope of the investigation to include 
the reasonableness of all of Interstate’s 


wholesale and transportation rates un- 
der the provisions of the Natural Gas 
Act. The cities of New Orleans and 
Baton Rouge were permitted to inter- 


vene. Pursuant to notice and after 
pretrial conferences, hearings were 
had in June and July, 1942. Pending 
the consideration of the matter, Inter- 
state voluntarily reduced rates for the 
sale of its gas. After a full investiga- 
tion of the matter the Federal Power 
Commission made an order requiring 
Interstate to file a new schedule of 
rates and charges for the transporta- 
tion and sale of natural gas in inter- 
state commerce to its customers for 
resale for ultimate consumption, in 
amount not less than $1,100,345 
annually, computed upon the amount 
of gas sold in 1941. (See [1943] 3 
FPC 416 to 435, 48 PUR NS 267.) 
It appears this schedule of rates re- 
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duced the price to the other pipeline 
companies from 7.39 cents to 4.66 
cents per thousand cubic feet. The 
Interstate petitioned the United States 
circuit court of appeals to review that 
part of the order. The court’s opinion 
is reported in (1946) 65 PUR NS 1, 
156 F2d 949. There Interstate con- 
tended, (1) “that the sales were not 
within, but were expressly excluded 
from, the jurisdiction of the Commis- 
sion; and (2) that the order as to 
them is confiscatory.” On the first 
point Interstate relied on the language 
of the act and what is called “author- 
ized statements of commission repre- 
sentatives,” and “legislative history.” 
The court said: 

“On the jurisdictional point, we 
think the language employed in the 
bill as it finally passed, “The provisions 
of this act shall apply to the 
sale in interstate commerce of natural 
gas for resale for ultimate public con- 
sumption and to natural gas 
companies engaged in such transporta- 
tion or sale’ leaves in no doubt that 
the sales in question are within its 
purview. That they are sales in in- 
terstate commerce, we think is settled 
by the authorities. That the gas was 
sold for resale for ultimate public con- 
sumption, we think may not be 
doubted. (This was conceded before 
the Federal Power Commission, see 
3 FPC at p. 419, 48 PUR NS at p. 
271.) This being so, the exception of 
the statute that it shall not apply to 
‘any other sale of natural gas’ 
is unavailing to petitioner, for if the 
sale is the kind named in the first- 
quoted clause, it certainly cannot be 
‘any other sale.’ ” 

There is further discussion on this 
point in which the court cites Peoples 
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Nat. Gas Co. v. Federal Power Com- 
mission (1942) 75 US App DC 235, 
44 PUR NS 375, 127 F2d 153, and 
Canadian River Gas Co. Case (1945) 
324 US 581, 602, 603, 89 L ed 1206, 
58 PUR NS 65, 79, 65 S Ct 829, 839. 
The court pointed out that the portion 
of the petitioner’s brief devoted to 
legislative history shows that it does 
not distinguish between the Lee bill, 
House Bill No. 11,662, proposed in 
1936 but never passed, and the bill 
which became the law now under re- 
view, and said: 

“Legislative history ‘cannot be re- 
sorted to for the purpose of construing 
a statute contrary to the natural im- 
port of its terms. If the lan- 
guage be clear, it is conclusive.’ (Cit- 
ing cases.) Certainly the 
legislative history of a bill that was not 
adopted cannot be resorted to to con- 
strue a bill that was. 


“The purpose of the Natural Gas 


Act, as shown in the Senate and 
House Committee reports, which are 
identical, was to provide for the regu- 
lation of natural gas companies trans- 
porting and selling natural gas in in- 
terstate commerce. Its proponents 
were not interested in the production 
of gas or the individual sales of gas 
at the well. Nor were they interested 
in the gathering of the gas in the field. 
What they were interested in, as the 
report in terms states, what they were 
trying to reach, was wholesale sales of 
gas.” (Our emphasis. ) 

This is followed by further quota- 
tion from the report. 

Since the sales in question were to 
other natural gas companies the court 
sustained the jurisdiction of the Fed- 
eral Power Commission. On the 
point argued, that the reduction was 
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confiscatory, the court held that the 
order to reduce rates must be con- 
sidered in its entirety, and since it did 
permit a reasonable return upon Inter. 
state’s investment details of the order 
would not be, considered separately 
even though the Commission sug. 
gested evidence that would have sus. 
tained it had it been considered alone. 
The United States Supreme Court 
granted certiorari limited to the ques- 
tion of jurisdiction, which it con- 
sidered thoroughly and sustained the 
judgment of the court of appeals, and 
this is the opinion relied upon now by 
appellant. Not in any of the opinions 
was there any indication that the Fed- 
eral Power Commission considered a 
wellhead price of gas, or did anything 
indicating that it had authority to do 
so. 


The case now relied upon by appel- 
lant was cited in Federal Power Com- 
mission v. Panhandle Eastern Pipe 
Line Co. (1949) 76 PUR NS 129, 
172 F2d 57; (1949) 337 US 498, 93 
L ed 1499, 81 PUR NS 161, 69 SCt 
1251, cited and relied upon in our 
opinion, and there no such interpreta- 
tion was given to it as appellant now 
contends that it deserved. We have 
examined all the cases construing the 
Natural Gas Act which were cited by 
appellants in their brief, and many 
others, and do not find any of them 
in which the Federal Power Commis- 
sion attempted to or claimed authority 
to fix a wellhead price for gas. On 
the other hand, we do find cases in 
which the Federal Power Commission 
construes the cost of gas at the well- 
head as an operating expense of the 
Interstate Natural Gas Company irre- 
spective of what that price may be. 
For example, see Re Cities Service 
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Gas Co. (1943) 3 FPC 459, 50 PUR 
NS 65. 

Aside from Interstate Nat. Gas Co. 
y. Federal Power Commission, supra, 
upon which appellants rely so heavily 
in the motion for rehearing, and 
which, obviously, they have not 
studied sufficiently to realize that it 
has no application to this case, the mo- 
tion for rehearing does but little more 
than reargue questions previously 
argued and which were considered and 
treated in our opinion or found to have 
no substantial merit. They do rely 
somewhat upon the dissenting opin- 
ion. The points raised therein had 
been considered and disapproved by 
the court when the opinion was writ- 
ten. We find no necessity to go over 
these matters in detail. 

We do call attention to the opinions 
of the United States Supreme Court 
in Cities Service Gas Co. v. Peerless 
Oil & Gas Co., decided December 11, 
1950 (340 US—, 95 Led—, 87 PUR 
NS —, 71 S Ct 215), which affirmed 


the supreme court of Oklahoma in 
Cities Service Gas Co. v. Peerless Oil 
& Gas Co. (1950) — Okla —, 85 
PUR NS 412, 220 P2d 279, which 
affirmed an order of the Corporation 
Commission of the state of Oklahoma 
which fixed prices at the wellhead on 
natural gas produced within the state 
and sold interstate under statutes 
substantially as our own. 

When we wrote our opinion in this 
case we were familiar with the deci- 
sion of the supreme court of Okla- 
homa, but we preferred not to cite it, 
since appeals had been taken from it 
to the United States Supreme Court. 
The decision of that court on those ap- 
peals was adverse to the contention 
of the appellants here upon all of the 
controlling points urged by them. 

There is no need for us to say more. 
The motion for rehearing is denied. 

At their specific request, Mr. Justice 
Wedell and Mr. Justice Price are 
noted as adhering to their dissent in 
the original opinion. 
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Re Moundridge Telephone Company 


Incorporated 


Docket No. 40,677-U 
November 29, 1950 


ROCEEDING by Commission to investigate collection of un- 

P euthorised rates and charges for telephone service; juris- 

diction of Commission asserted and charging of unauthorized 
rates prohibited. 


Commissions, § 41 — Jurisdiction — Company not a one-city utility — Outside 


telephone connections. 


1. A telephone company whose patrons in the city where it operates have 
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connections with rural areas in three counties, an unincorporated town, resi- 
dents on rural routes, subscribers of connecting companies, and a nation. 
wide telephone system is not a “one-city utility” within the meaning of a 
statute exempting from Commission jurisdiction a company situated and 
operated wholly or principally within any city or principally operated for the 
benefit of such city or its people, p. 113. 


Rates, § 246 — Change in telephone schedule — Necessity of Commission approval 
— Company which is not a one-city utility. 
2. A telephone company which is not a “one-city utility” within the mean- 
ing of a statute exempting such a utility from Commission regulation and 
placing it under municipal control, but which is subject to Commission juris- 
diction by reason of outside connections, is without authority to make any 
change in rates without the consent of the Commission, p. 113. 


¥ 


By the Commission: These pro- 
ceedings were instituted by the Com- 
mission on its own motion, pursuant 
to G. S. 1935, 66-110. Respondent 
herein, The Moundridge Telephone 
Company Inc.,’ is a corporation or- 
ganized in 1904, to engage in the gen- 
eral telephone business as a_ public 
utility at Moundridge, Kansas. 

With the passage of the organic 
public utility act of 1911,* the Mound- 
ridge Company began to make annual 
reports to the Commission as required 
by that act, and did from the very be- 
ginning file such reports with the 
Commission up to and including the 
year 1949, except 1917 where the rec- 
ords are not clear as to whether a re- 
port was filed or not. It has had both 
formal and informal matters before 
the Commission in previous years, in- 
cluding authority to increase its rates 
in Docket No. 3255 entered August 
13, 1920. Apparently, the Mound- 
ridge Company and the Commission 
assumed that the Moundridge Compa- 
ny was a public utility subject to the 
jurisdiction of the Commission as pro- 
vided for by G. S. 1935, 66-104, as 
amended.® 


A brief narration of events giving 
only essential details leading to the in- 
stitution of these proceedings is 
deemed advisable. 

After the filing of the 1949 report 
by the Moundridge Company on Feb- 
ruary 25, 1950, the Commission re- 
ceived a communication from the at- 
torney for the Moundridge Company 
dated March 24, 1950, enclosing a 
copy of Ordinance No. 387 of the city 
of Moundridge, Kansas, approved 
March 7, 1950, in which said ordi- 
nance purported to grant to the 
Moundridge Company a franchise to 
engage in the telephone business in 
that city, including inter alia, a sched- 
ule of rates and charges for telephone 
service for patrons residing both out- 
side and inside the city of Moundridge. 

On April 4, 1950, the Commission’s 
general counsel addressed a letter to 
the Moundridge Company which in 
substance related that the Commis- 
sion’s position was that the Mound- 
ridge Company was subject to the ju- 
risdiction of the Commission and no 
changes in rate schedules and services 
should be made without the consent of 
the Commission. 





1 Hereafter referred to as Moundridge Com- 
pany. 
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2Laws 1911, Chap 238. Now G. S. 1935, 
Chap 66 as amended. 


8 Laws 1949, Chap 335. 
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The Moundridge Company never- 
theless placed in effect the rates and 
charges as embodied in the ordinance 
of the city of Moundridge above re- 
ferred to; the result of which was the 
issuance of the order to show cause in 
the instant docket entered by the Com- 
mission on September 19, 1950. An 
application for rehearing of the order 
to show cause was denied on October 
6, 1950. 

After due notice to all parties of in- 
terest, a public hearing was held on 
the order to show cause at the Com- 
mission’s hearing room in Topeka on 


October 24, 1950. 


The Respondent’s Contention 


[1,2] The contention of the 


Moundridge Company here is that it 
is a so-called “one-city utility,” which 
is exempt from the jurisdiction of the 


Commission by the provision of G. S. 
1935, 66-104, as amended. 


The Facts 


There is little if any dispute as to 
facts here involved. According to the 
last annual report of the company, the 
company at the close of the year had 
350 company-owned telephones in 
service, all of which were in the city of 
Moundridge, excepting only possibly 
five or six. 

The Moundridge Company further 
renders service in rural areas in por- 
tions of three counties, namely, Mc- 
Pherson, Harvey, and Marion, to pa- 
trons who own their own instruments 
and lines through the type of service 
that is commonly known as “switcher 
service.” The number of subscriber- 
owned telephones connected with the 
company switchboard at Moundridge 
according to the 1949 annual report 


[8] 113 


was 431, making a total of 781 tele- 
phones in service at the close of that 
year. Thus it can be seen that the 
majority of telephones in service at the 
close of the year were those embraced 
in rural areas of the three counties 
heretofore mentioned. 

In addition, the Moundridge Com- 
pany maintains a line connecting with 
the Hesston Telephone Company * of 
Hesston, Kansas, in Harvey county. 
The length of the line is 9 miles with 
each company owning one-half of the 
mileage. There is still another line 
which the Moundridge Company owns 
in part with the Goessel Telephone 
Company * at Goessel in Marion coun- 
ty. This line has a total mileage of 13 
miles with the Moundridge Company 
owning 7 miles and the Goessel Com- 
pany owning 6 miles. 

Neither of the three companies 
make any charges for tolls over these 
lines through all of the three ex- 
changes. 

At the close of the 1949 year the 
record reflects that the Hesston Com- 
pany had a total of 319 phones con- 
nected to its system and the Goessel 
Company had a total of 464 telephones 
connected to its system. In other 
words, any of the 781 telephones of the 
Moundridge exchange may be con- 
nected with any of the 464 telephones 
at Goessel, including city and rural, 
and also may be connected to any of 
the 319 telephones at Hesston, includ- 
ing city and rural without payment of 
any toll charges. Another example is 
that any of the 350 company-owned 
telephones in the city of Moundridge 
may be connected with any of the 464 
telephones at Goessel, the 319 tele- 





4 Hereafter referred to as Hesston Company. 
5 Hereafter referred to as Goessel Company. 
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phones at Hesston, and the 431 sub- 
scriber-owned rural telephones at 
Moundridge without the payment of 
any toll charges, either coming in or 
going out of the city of Mound- 
ridge. 

The Moundridge Company has a 
contract for long-distance telephone 
service with the Southwestern Bell 
Telephone Company, a company 
whose intrastate operations are under 
the jurisdiction of the Commission. 
The Southwestern Bell Telephone 
Company is one of the operating com- 
panies of the Bell System and by this 
contract the Moundridge Company 
has connections with the entire Bell 
System and its affiliates. 

The record also discloses that for 
the years 1948 and 1949 the bulk of 
the telephone income of the Mound- 
ridge Company was received from toll 
revenue and the revenue from the 431 
subscriber-owned telephones. 


From the annual reports of the com- 
pany filed with this Commission over 
the past few years it is apparent that 
considerably less than one-half of the 
revenue of the Moundridge Company 
is received from the company-owned 
telephones in the city of Moundridge. 
The record also shows that the 
Moundridge Company is serving 
Elyria, an unincorporated village, 
which is closer to the city of McPher- 
son than Moundridge. 


Among the patrons of the company 
are some who live on rural routes out 
of cities other than Moundridge, name- 
ly Halstead, Canton, Galva, Burrton, 
McPherson, Inman, and Hesston. It 
is also pointed out that some of the 
patrons of the Moundridge Company 
live as far away from Moundridge as 
eleven or twelve miles and are in some 


instances in trade territories of other 
cities in three counties. 


The charges for service for the sub- 
scriber-owned telephones are collected 
and paid for by voluntary associa- 
tions, however, toll charges for the 
subscriber-owned telephones are the 
responsibility of the individuals own- 
ing the instruments and are paid di- 
rectly to the Moundridge Company 
and not through any other per- 
sons or associations. The man- 
ager of the company on cross-ex- 
amination testified that a substan- 
tial number of the rural patrons 
use the long-distance service of 
the Moundridge Company which is 
through the Bell System, and that a 
substantial number of long-distance 
calls were made monthly by rural pa- 
trons, all of which is reflected in the 
toll revenues in Exhibit No. 6. 

The Moundridge Company current- 
ly has authority to issue 300 shares of 
common stock of which only 208 
shares have been sold. There is no au- 
thority for the issuance of any pre- 
ferred stock. The 1949 annual report 
also reflects that the company paid 
dividends in the year 1949 on the com- 
mon stock in the amount of $627. 
The annual reports of the company in 
the past decade or so are evidencing 
that dividends have been paid each 
year with exceptions of only one or 
two. The respondent points out that 
the dividends thus paid are not in the 
form of cash dividends, but are ap- 
plied as a credit against the stockhold- 
ers’ accounts with the company. 
Owning stock in the company is not a 
prerequisite for the furnishing of serv- 
ice by the company either through a 
company-owned telephone or a sub- 
scriber-owned telephone. 
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It is clear that a majority of patrons 
connected to the Moundridge ex- 
change do not own any common stock. 

The Moundridge Telephone Com- 
pany prior to its recent change in 
rates, without the Commission’s ap- 
proval, had in effect rates that were 
granted by the Commission in Docket 
No. 3255 entered on August 13, 1920, 
pursuant to an application filed by the 
company with the Commission on 
February 4, 1920. The rates in Doc- 
ket No. 3255 down to the present time 
have never been altered, amended, or 
changed in any respect by action of the 
Commission, except possibly in only 
one minor detail which is of no import 
here. 

In ordinance No. 387, the city of 
Moundridge went so far as to pre- 
scribe rates and charges for service to 
patrons who do not live within the 
city limits. The ordinance did not 


propose to make any changes in the in- 
terstate or intrastate tolls and likewise 


no provision was made for any 
changes in the arrangement of the so- 
called “free” lines between Mound- 
ridge and Goessel and Moundridge 
and Hesston. 

As pointed out previously the terri- 
tory served by the Moundridge Com- 
pany includes rural areas extending 
miles in all directions from 
Moundridge in McPherson county 
and extending in part to Harvey and 
Marion counties, in addition to the 
service without payment of toll 
charges to Hesston and surrounding 
areas and Goessel and surrounding 
rural areas. 


several 


The Question Involved 


The exclusive question here in- 
volved is whether or not the Mound- 
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ridge Telephone Company of the 
Moundridge Company is a “one-city 
utility” within the meaning of G. S. 
1935, 66-104 as amended. If it isa 
“one-city utility” then the Commission 
is without jurisdiction. If it is not a 
“one-city utility,” as far as rates and 
charges are concerned, the jurisdiction 
of the Commission is exclusive and 
may not be delegated to or usurped by 
the city of Moundridge. 

Neither the reasonableness of the 
rates purported to be set by the city of 
Moundridge ordinance, nor the au- 
thority of the Commission under G. S. 
1935, 66-117, if it has jurisdiction 
over the company, are here at issue. 


The Statute Relating to Jurisdiction 


The authority as to jurisdiction of 
the Commission over public utilities is 
found in Laws of 1949, Chap 335, and 
reads as follows: 

“The term ‘public utility,’ as used 
in this act, shall be construed to mean 
every corporation, company, individ- 
ual, association of persons, their trus- 
tees, lessees, or receivers, that now or 
hereafter may own, control, operate, 
or manage, except for private use, any 
equipment, plant, generating machin- 
ery, or any part thereof, for the trans- 
mission of telephone messages or for 
the transmission of telegraph mes- 
sages in or through any part of the 
state, or the conveyance of oil and gas 
through pipelines in or through any 
part of the state, except pipelines less 
than 15 miles in length and not oper- 
ated in connection with or for the gen- 
eral commercial supply of gas or oil, or 
for the operation of any trolley lines, 
street, electrical, or motor railway do- 
ing business in any county in the state; 
also all dining-car companies doing 
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business within the state, and all com- 
panies for the production, transmis- 
sion, delivery, or furnishing of heat, 
light, water, or power: Provided, 
that this act shall not refer to or in- 
clude mutual telephone companies. 
That mutual telephone companies, for 
the purposes of this act, shall be under- 
stood to mean any cooperative tele- 
phone company operating only for the 
mutual benefit of its subscribers with- 
out profit other than in the service re- 
ceived. Nothing in this act shall ap- 
ply to any public utility in this state 
owned and operated by any munici- 
pality. The power and authority to 
control and regulate all public utilities 
and common carriers situated and op- 
erated: wholly or principally within any 
city or principally operated for the 
benefit of such city or its people, shall 
be vested exclusively in such city, sub- 


ject only to the right to apply for re- 
lief to the Corporation Commission as 
hereinafter provided in § 66-133 of 


the General Statutes of 1935. A tran- 
sit system principally engaged in ren- 
dering local transportation service in 
and between contiguous cities in this 
and another state by means of street 
railway, trolley bus and motor bus 
lines, or any combination thereof, 
shall be deemed to be a public utility 
as that term is used in this act and, as 
such, shall be subject to the jurisdic- 
tion of the Commission.” 

Thus it may be seen from the fore- 
going statute that the legislature spe- 
cifically exempted from the jurisdic- 
tion of the Commission : 

1. Utilities that are municipally 
owned. 

2. Strictly mutual telephone com- 
panies. 

3. One-city utilities. 
86 PUR NS 


It is obvious that the Moundridge 
Company falls in neither of the firs 
two categories, nor is it so contended 
by the company. 

In this instance it is pellucid that the 
Moundridge Company in addition to 
rendering telephone service in Mound- 
ridge proper is furnishing telephone 
service to a large rural area embraced 
in parts of three counties. 

The Moundridge Company has a 
contract for long-distance service with 
one of the operating companies of the 
Bell System, which with its far-flung 
organizations reaches to all corners of 
the world and is the largest communi- 
cations system in the world. 

It owns and operates in partnership 
lines to the city of Hesston in Harvey 
county and to the city of Goessel in 
Marion county, where both lines fur- 
nish service to a substantial number of 
citizens over which obviously the city 
of Moundridge has no jurisdiction. 

The summative facts show conclu- 
sively that the 350 patrons of the 
Moundridge Telephone Company re- 
siding in the city of Moundridge have 
connections with: 

1. A rural area embracing parts of 
three counties to 431 subscriber-owned 
telephones. 

2. The unincorporated town of 
Elyria, a distance of 8 miles from 
Moundridge by U. S. Highway 81. 

3. Residents residing on the rural 
routes or in trade territories of at least 
seven other towns. 

4. A line connecting with the Goes- 
sel Company at Goessel that has 464 
subscribers in both the city and rural 
areas. 

5. A line connecting with the Hess- 
ton Company at Hesston that has 319 
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subscribers in both the city and rural 
areas. 

6. The Bell System, the largest tele- 
phone system in the world with con- 
nections not only in Kansas and the 
United States, but throughout the 
world. 


Authorities 


A land-mark case and one that 
clearly demonstrates the rules in the 
determination as to what constitutes a 
“one-city utility,” is State ex rel. 
Dawson v. Leavenworth City & Ft. L. 
Water Co. (1914) 92 Kan 227, 140 
Pac 103. Pertinent facts there are 
that the city of Leavenworth granted 
a franchise to the water company to 
use the streets and alleys of the city 
for the laying of water mains and fur- 
nishing of the water to the city and its 
inhabitants. In due course of time the 
water company began furnishing wa- 
ter to various individuals in and out- 
side of Leavenworth, including parks, 
public schools, United States military 
prison, Federal prison, Fort Leaven- 
worth, Soldiers’ Home, hospitals, and 
charitable organizations. It is pointed 
out here that facts in the Leavenworth 
Case do not indicate that the water 
company built its lines outside the 
city of Leavenworth, but that it fur- 
nished service to individuals and cer- 
tain institutions outside the city limits. 


The opinion further points out that 
of the entire value of the defendant’s 
plant ($720,000), not less than $490,- 
000 was devoted to the service of the 
city of Leavenworth and consumers 
therein. 


The court said: “It is quite ob- 
vious from the admitted facts that un- 
der the terms of the statute defendant’s 
plant cannot be deemed a utility ‘situ- 
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ated and operated wholly or principally’ 
within the city, nor can it be said to 
be ‘principally operated for the benefit 
of such city or its people.’ The evident 
purpose in adopting the law was to 
provide for uniformity throughout the 
state in the control and regulation of 
public utilities, and in the rates to be 
charged by them, and to create a spe- 
cial tribunal for that purpose.” (92 
Kan at p. 230.) 

The syllabus in this case reads as 
follows: ‘Upon the facts stated in the 
opinion it is held that a waterworks 
company engaged in supplying water 
to the city of Leavenworth and its in- 
habitants, and also to the United 
States military prison, the Federal 
prison, Fort Leavenworth, the Nation- 
al Soldiers’ Home, and other public 
and private institutions outside the 
city (four-ninths of the total amount 
of water furnished being to outside 
consumers) is within the provisions of 
§ 3 of Chap 238 of the Laws of 1811, 
and therefore subject to the control of 
the Public Utilities Commission.” 

It is stressed here that the court in 
the opinion referred to “supplying 
water’ and not to the owning of any 
physical plant outside of the city. The 
syllabus is also important in this re- 
spect in that it relates that four-ninths 
of the total amount of water furnished 
was being furnished to consumers out- 
side Leavenworth. 

The court in this case held that the 
water company was a public utility 
within the intent of the legislature as 
being subject to the supervision and 
control of the Commission. 

In the present proceeding it is ob- 
vious that the total number of tele- 
phones receiving service from the 
Moundridge Company outside the city 
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of Moundridge is in excess of four- 
ninths of the total. It is also apparent 
that of the total revenue received by 
the company in 1949 and prior years 
over one-half of it was received from 
toll revenues over the Bell System and 
the revenue received from the sub- 
scriber-owned telephones in the rural 
area outside of Moundridge. The 
Moundridge picture is even stronger 
and more clear than the one outlined 
in the Leavenworth Case. 


In an earlier case, State ex rel. Mar- 
shall v. Wyandotte County Gas Co. 
(1912) 88 Kan 165, 127 Pac 639, a 
utility was furnishing gas to two cities 
within the same county. The utility 
maintained that it was authorized to 
advance its rates under ordinances 
passed by the mayor and council of the 
respective cities and that such ordi- 
nances became contracts inviolate. 
The action involved there was one by 
the Public Utilities Commission to en- 
join the gas company from increasing 
its rates in the two cities. The court 
held in that case that the jurisdiction 
of the utility was that of the Commis- 
sion and not of the respective cities. 
A strong contention of the gas com- 
pany was that the Commission juris- 
diction is confined to intercounty and 
statewide utilities. This view the 
court did not adhere to. 

The supreme court of Kansas in the 
case of the Emporia v. Emporia Tel- 
eph. Co. (1913) 90 Kan 118, 133 
Pac 858, followed the case of State 
ex rel. Marshall v. Wyandotte Coun- 
ty Gas Co. supra, in holding that a 
telephone company located in a city 
and operating exchanges and toll lines 
in the same county and in four adja- 
cent counties and six other towns was 
a public utility under the jurisdiction 


86 PUR NS 


of the Commission and not the respec. 
tive city. 

The case of State ex rel. Helm y. 
Trego County Co-op. Teleph. Co. 112 
Kan 701, PUR1923C 539, 212 Pac 
902, brings up an interesting case 
which has marks of similarity to these 
proceedings. The facts as disclosed in 
that case are that the Wakeeney Tele- 
phone Company had for many years 
conducted a public telephone business 
in and about Wakeeney, including a 
rural line running twelve or fifteen 
miles south of Wakeeney. The Farm- 
ers Mutual Telephone Company of 
Ransom was originally a mutual tele- 
phone concern which rendered service 
to its members only; however, non- 
members living north of Ransom, in- 
cluding one Barber and others, con- 
structed a line from which service was 
rendered by the Ransom Mutual Com- 
pany in the same method as to its orig- 
inal mutual subscribers. 

Later this particular line was con- 
nected with the Wakeeney line, re- 
ferred to above, thereby giving 
through service for the patrons of the 
Wakeeney line to Ransom and vice 
versa. It is to be observed that none 
of these lines, except that of the Wa- 
keeney Company, were originally ded- 
icated for public service, as they were 
designed to be strictly mutual lines. 
Gradually, however, business of the 
general public was accepted and 
charges were made and paid for such 
business. The Ransom Muiual Com- 
pany rented telephones to nonmembers 
in Ransom and eventually made an ar- 
rangement with the United Telephone 
Company, a trunk-line concern, where- 
by it secured connections beyond its 
own lines for which it exacted and 
received a portion of the regularly 
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prescribed charges for long-distance 
tolls. 

In this manner the Wakeeney Com- 
pany subscribers were supplied with 
long-distance service through its own 
lines, through the Farmers Mutual 
line, by the line connection north of 
Ransom, through the Ransom Com- 
pany lines, through its local exchange 
and connection with the trunk line 
where as the court said, was “to the 
outside world.” 

The Trego County Cooperative 
Telephone Company was subsequently 
organized and entered into an agree- 
ment with the Ransom Mutual Com- 
pany and the Barber line for mutual 
free telephone exchange. A_ short 
time later some interested parties sev- 
ered the line connecting the Wakeeney 
Company line with the Barber line 
north of Ransom, thus interrupting 


and disconnecting the public utility 
service theretofore furnished by the 
Wakeeney line, the Barber line, the 
Ransom line, and the United long-dis- 
tance line which was again as the court 
said, “to the outside world.” 


An original proceeding in manda- 
mus was brought to compel the defend- 
ants to restore telephone service which 
had theretofore been furnished to the 
public by the defendants and which 
had been disconnected without the 
consent of the Commission. The es- 
sence of this case is that the court held 
a mutual telephone company and the 
owners of a rural mutual telephone line 
operated in connection therewith, 
making traffic connections with a pub- 
lic telephone line and enlarging their 
business by renting telephones to non- 
subscribers and permitting their prop- 
erties to be used for several years as a 
public utility system were subject to 
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the supervision and control of the 
Commission. 

In syllabus 1 of this case the court 
said: 

“When a mutual telephone company 
and the owners of a rural mutual tele- 
phone line operated in connection 
therewith make traffic connections 
with a public telephone line and en- 
large their business by renting tele- 
phones to nonsubscribers, and permit 
their properties to be used for several 
years as a public utility system, their 
telephone business is subject to the su- 
pervision and control of the Public 
Utilities Commission, and the public 
telephone service thus conducted may 
not be discontinued without the con- 
sent of such Commission, R . 

In syllabus 2 the court further said: 


“The fact that the defendants’ lines 
were originally designed for mutual 
service only, and that they never ap- 
plied for and never received a certifi- 
cate of convenience from the Public 
Utilities Commission, as prescribed 
by § 31 of the Public Utilities Act, 
General Statutes of 1915, § 8359 
[Now G. S. 1935, 66-131], is no de- 
fense to an action in mandamus re- 
quiring the restoration of a public 
service in which the defendants were 
engaged, and to which their property 
was devoted for several years, when 
such service was discontinued without 
the consent of the Public Utilities 
Commission.” 

In the matter now before us, the 
Moundridge Company is not in nearly 
the favorable position as were the de- 
fendants above, because by no stretch 
of imagination can the Moundridge 
Company be classified as a mutual 
company. It is a corporation owned 
by about 200 stockholders that fur- 
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nishes the service in and out of the 
city of Moundridge to nonstock- 
holders. 

Perhaps conceivably the Mound- 
ridge Company could be a “one-city 
utility” if it was limited strictly to the 
confines of Moundridge; had no con- 
nections with the Bell System; ren- 
dered no service to subscriber-owned 
telephones in the rural areas and had 
no connections with the Hesston and 
Goessel companies and their patrons. 
To be sure, such a telephone system 
that was located within a given city 
would essentially be no more than an 
intercommunication system and would 
have no contact with the outside 
world. 


It is doubtful whether such an inter- 
communication system could finan- 
cially survive, because the evidence is 
clear that the Moundridge Company 


must receive substantial revenues from 
sources of the “outside world.” If it 
was not for the revenues from the tolls 
through the Bell System and its con- 
nections and the revenues from the 
rural patrons who own their own tele- 
phones and lines, it is highly improb- 
able if the Moundridge Company could 
exist, to say nothing of the regular 
payment of dividends to its stock- 
holders whether in the form of cash, 
rebates, or credits. 

The respondent’s brief referred to 
four cases in support of its contention, 
which it is well to consider at this 
point. The first is the case of Wels- 
bach Street Lighting Co. v. Public 
Utilities Commission (1917) 101 
Kan 438, 166 Pac 514, where the 
court enunciated the rule that a com- 
pany engaged exclusively in the busi- 
ness of street lighting in the city of 
Scammon was a public utility service, 
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but that the control of such utility was 
vested in the city and not in the Public 
Utilities Commission. 

In a lengthy opinion denying re. 
hearing, 101. Kan 774, PUR1918B 
564, 169 Pac 205, LRA1918D 310, 
the supreme court elaborated on its 
memorandum opinion filed earlier in 
the year. In the memorandum opin- 
ion, as well as in the opinion denying 
rehearing, it is pointed out that the 
lighting company was performing a 
street lighting service in Scammon, 
where it had a contract with the city 
to establish and maintain street lamps 
and to light the city streets. The light- 
ing company admittedly was furnish- 
ing the same service to other cities, but 
in nowise was there any physical con- 
nection between Scammon and the 
other cities. The court in that opinion 
very pointedly said: 

“This court will always extend a 
very liberal interpretation of the pub- 
lic utilities act so as to give the Public 
Utilities Commission effective use of 
its lawful powers over the utility com- 
panies lawfully subject to its control. 
Even where it is strongly debatable 
whether the utility’s business is or is 
not confined principally to one town 
or city, this court is inclined to resolve 
the doubt in favor of the Commis- 
sion’s authority. (State ex rel. Daw- 
son v. Leavenworth City & Ft. L 
Water Co. [1914] 92 Kan 227, 231, 
140 Pac 103.) This is wisely so, be- 
cause wherever the business of a pub- 
lic utility company extends outside the 
limits of one city, even in a relatively 
small degree, complications as to the 
control of that service are likely to 
arise, or such outside service may go 
unregulated altogether unless the su- 
pervision of the state Commission is 
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recognized.” (101 Kan at p. 777, 
PUR1918B at p. 567.) 

The difference between the Scam- 
mon Case and the one at bar is that 
the lighting company in that case had 
no connections running from its op- 
erations in that city to any other city. 
In other words it operated a street 
lighting system at Scammon, without 
tieing in to any other of its facilities. 

The next case is Humphrey v. Pratt 
(1914) 93 Kan 413, 144 Pac 197, 
wherein there was involved a munici- 
pally owned light plant. That case is 
not in point because municipally owned 
plants are specifically exempt from 
the jurisdiction of the statute as here- 
before cited, and the Moundridge 
Company is not a municipally owned 
utility. 

The portion quoted by the respond- 
ent from Welsbach Street Lighting 
Co. v. Public Utilities Commission, 
supra, in Hutchinson v. Hutchinson 
Gas Co. 125 Kan 346, PUR1928C 
493, 264 Pac 68, is neither applicable 
nor in point. 


The last case cited by the respondent 
is Kelty v. Burgess (1911) 84 Kan 
678, 115 Pac 583, wherein the court 
discoursed on the word “principal” in 
interpreting a statute which referred 
to “sole or principal beneficiary.” It 
appears to us that such a definition 
would have no application here be- 
cause it would fall of its own weight 
for two reasons. The first being that 
the bulk of the revenue received by the 
Moundridge Company is_ received 
through utilization of facilities of the 
Bell System and the subscriber-owned 
telephones and lines. Secondly, it is 
an inescapable fact that the majority 
of the patrons receiving service 
through the Moundridge exchange do 
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not live in the city, over which obvi- 
ously the city cannot exert or acquire 
jurisdiction. 

The respondent’s brief wholly fails 
to take cognizance by either reference 
or comment on State ex rel. Marshall 
v. Wyandotte County Gas Co. (1912) 
88 Kan 165, 127 Pac 639; State ex 
rel. Dawson v. Leavenworth City & 
Ft. L. Water Co. (1914) 92 Kan 227, 
140 Pac 103; and State ex rel. Helm 
v. Trego County Co-op. Teleph. Co. 
112 Kan 701, PUR1923C 539, 212 
Pac 902. All three apposite cases in- 
volve the jurisdictional question of 
the Commission relating to public 
utilities. 


Conclusion and Findings 


1. The Commission is of the opin- 
ion and it so finds that the Mound- 
ridge Telephone Company Inc., is a 
utility subject to the jurisdiction of 
the Commission, pursuant to the 
Laws of 1949, Chap 335. 

2. The Commission further finds 
that the Moundridge Telephone Com- 
pany Inc., is without authority to make 
any change in rates, joint rates, tolls, 
charges, or classifications, or sched- 
ules of charges or in any rule or regu- 
lation or practice pertaining to the 
service or rates of such utility without 
the consent of the Commission, pursu- 
ant to G. S. 1935, 66-117. 


ORDER 


It is, therefore, by the Commission 
ordered: That the Moundridge Tele- 
phone Company Inc., forthwith cease 
and desist collecting, receiving, and 
accepting in any manner revenues in 
payment or settlement of any rates, 
joint rates, tolls, charges, classifica- 
tions, or schedules of charges not in ac- 
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cordance with the order in Docket No. 
3255, entered on August 13, 1920, 
excepting those rates, joint rates, tolls, 
charges, classifications, or schedules of 


charges pertaining solely to long-dis. 
tance tolls which are currently on file 
with the Commission. 

By the Commission it is so ordered, 





GEORGIA PUBLIC SERVICE COMMISSION 


Re Georgia Power & Light Company 


File No. 19313, Docket No. 8-U 
November 30, 1950 


sg Nist to electric company to show cause why the Com- 
mission should not prescribe a rate reduction; rate reduc- 
tion ordered. 


Valuation, § 104 — Rate base determination — Accrued depreciation — Reserve. 
An electric company’s full depreciation reserve, including transfers to the 
reserve to eliminate inadequacy resulting from insufficient depreciation 
charges in the past, should be deducted in the determination of a fair rate 
base, since present customers should not be penalized for the past failure 
of the company to set aside a sufficient amount for depreciation expense. 


APPEARANCES: T. Guy Connell, 
Counsel, Valdosta, and O. S. Vogel, 
St. Petersburg, Florida, for the com- 
pany; J. E. Mathis, Mayor, Valdosta, 
J. B. Copeland, Attorney, Valdosta, 
R. E. Dasher, Valdosta, George L. 
Converse, Attorney, Valdosta, George 
T. Smith, Attorney, City of Cairo, B. 
A. White, Mayor pro tem, City of 
Cairo, John W. Walker, Manager 
Water & Light Dept., Cairo, Louis A. 
Powell, Grady Co. Chamber of Com- 
merce, Cairo, M. T. Shiver, Cairo, 
S. B. Perkins, Cairo, A. R. Kennedy, 
Cairo, Edward Parrish, Adel, John 
W. Lipsey, City Commissioner, 
Adel, S. H. Sutton, City Engineer, 
Adel, Robt. D. Tisinger, President 
Ga. EMC, Arthur B. Reynolds, Three 
Notch EMC, H. S. Glenn, Colquitt 
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EMC, Dan M. Hughes, Slash Pine 
EMC, Lewis Lee, Director, Slash 
Pine EMC, Valene Bennett, Satilla 
EMC, Alma, for the public; N. 
Knowles Davis, Chief Engineer, R. B. 
Alford, Service Engineer, and H. H. 
Cabaniss, Auditor, for the Commis- 
sion. 


By the Commission: The Com- 
mission issued a Rule Nisi on March 
20, 1950, to the Georgia Power and 
Light Company to show cause before 
the Commission why rates for residen- 
tial, commercial, and industrial electric 
service should not be reduced in view 
of the decline in the price of fuel oil 
used in the generation of electric pow- 
er, and in view of the reduction in the 
wholesale rate paid for electric power 
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ly the Company. The matter was 
frst assigned for hearing before the 
Commission on May 11, 1950, but 
was later continued and reassigned, 
and came on to be heard before the 
Commission on July 12, 1950. 

On May 7, 1948, 74 PUR NS 69, 
the Commission issued an order under 
File No. 19313, Docket No. 8876-A, 
aithorizing increases in the rates 
of the Georgia Power and Light Com- 
pany. At that time justification for 
the rate increase was based primarily 
upon the increase in production costs 
resulting from a substantial increase 
in the price of fuel oil used in the gen- 
eration of electric power. During the 
year 1947 the price of fuel oil rose 
from $1.73 per barrel to $2.86 per 
barrel f.0.b. Port Tampa. By reason 
of this large increase in the cost of 
oil, the Commission in 1948 author- 


ized Georgia Power and Light Com- 
pany to add a 10 per cent surcharge to 
its residential and commercial rate 
schedules and to add a fuel adjust- 
ment charge on all rate schedules for 
wholesale electric service. 


During the course of the 1948 hear- 
ing, considerable question was raised 
with respect to the rate paid for elec- 
tric power by Georgia Power and 
Light Company to its parent, the 
Florida Power Corporation. Georgia 
Power and Light Company purchases 
its entire power requirements from the 
Florida Company. Since this Com- 
mission did not have authority to fix 
a rate for this interstate power trans- 
action, and in order to determine 
whether or not the rate was fair and 
proper, the Commission in May, 1948, 
filed a petition with the Federal Power 
Commission requesting that Commis- 
sion to review the rate in effect and 
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determine whether or not a reduction 
was justified. Pursuant to that re- 
quest, the Federal Power Commission 
conducted an exhaustive investigation 
and concluded that a reduction in the 
net cost of power to the Georgia Power 
and Light Company was justified. As 
a result of this conclusion Florida 
Power Corporation filed a revised con- 
tract with the Federal Power Com- 
mission for the sale of power to the 
Georgia Power and Light Company. 
This revised contract was accepted and 
represented a reduction in the net cost 
of power to the Georgia Power and 
Light Company of some $210,467 per 
annum, based on the first three months 
of 1950. This reduction in the cost 
of power to the Georgia Power and 
Light Company, together with the fact 
that the price of fuel oil is substantially 
less than at the time of the 1948 hear- 
ing, prompted this Commission to in- 
quire whether a reduction in the rates 
of the Georgia Power and Light Com- 
pany should not now be made. 

During the course of the hearing of 
this matter, Georgia Power and Light 
Company offered through its witness, 
Mr. O. S. Vogel, extensive testimony 
with respect to the result of operation 
of the company and its investment in 
electric plant and equipment. This tes- 
timony was based, to a large extent, on 
the twelve months’ period ending May, 
1950, but many adjustments were ap- 
plied to these results of operation to 
reflect changes in conditions. These 
adjustments included a correction in 
revenues and expenses to reflect the ef- 
fect of the new purchase power con- 
tract between Georgia Power and 
Light Company and the Florida Power 
Corporation; the effect of the then 
current price of fuel oil in the cost of 
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purchased power in lieu of the vary- 
ing price in effect during the period; 
the effect of wage increases granted on 
September 26 and December 26, 1949; 
the effect of alleged tax increases and 
other items. 

The adjustments made by the com- 
pany in the results of operation for 
the year ending May 31, 1950, were 
numerous and very complex. Since 
the effect of these adjustments oc- 
curred in the year 1949, the Commis- 
sion will consider the first five months 
of 1950 for the purpose of this case 
thereby obviating the necessity for any 
of the numerous adjustments made by 
the company witness. However, sub- 
sequent to the close of the hearing, the 
company has written the Commission 
outlining further adjustments it feels 
should be made with respect to wages, 
taxes, and revenues. The company 
has requested a rehearing of the mat- 
ter in order to offer additional testi- 
mony, but this case should be decided 
on the record as made except to give 
recognition to the new Federal income 
tax rate which will become applicable 
on January 1, 1951. To make adjust- 
ments for other operating expense 
items as alleged for the future would 
also require an adjustment of reve- 
nues for the future, giving effect to 
growtit and increased sales. This 
would also require an adjustment of 
the investment of the company for the 
future with the over-all results being 
less accurate than the actual results 
of operation subsequent to January 1, 
1950. As a matter of fact the net 
revenue of the company for the first 
ten months of 1950 is larger than for 
the first five months when both are 
placed on an annual basis. 

This Commission has 
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adopted prudent investment, less the 
accrued depreciation reserve, as a 
measure of a proper rate base. In the 
evidence submitted by the company, 
prudent investment was used, but the 
company deducted only the amount in 
the depreciation reserve which repre- 
sented past charges to operating ex- 
penses. According to the evidence sub- 
mitted, the company in the past found 
it necessary to make transfers to the 
depreciation reserve in order to elim- 
inate the inadequacy of the reserve as 
found by independent engineers. It 
seems clear that the inadequacy was 
due to insufficient depreciation expense 
charges and _ resulting insufficient 
credits to the reserve in the past, gen- 
erally prior to 1935. It follows that 
present customers of the Georgia 
Power and Light Company should not 
be penalized for the action of the com- 


pany many years ago in failing to set 
aside a sufficient amount for deprecia- 


tion expense purposes. It appears that 
the adjustments to the reserve were 
proposed by Georgia Power and Light 
Company and Florida Power Corpora- 
tion in order to make the deprecia- 
tion reserve adequate so that the sub- 
sequent stated investment of Florida 
Power Corporation in Georgia Power 
and Light Company’s equity stock 
would reflect a proper value. For 
these reasons, it seems proper to de- 
duct the full depreciation reserve of 
Georgia Power and Light Company in 
the determination of a fair rate base. 
To deduct any lesser amount would 
create an investment value in equity 
capital greater than Florida’s actual 
investment therein. As a matter of 
fact, the reserve, including the two 
credit items discussed above, is now 
only some 15 per cent of depreciable 
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property which cannot be viewed as 
excessive. If the credits were elim- 
inated the reserve balance would only 
be about 10 per cent of depreciable 
property which would be clearly in- 
adequate. 

According to a statement of opera- 
tions submitted by the company for 
the year ending May 31, 1950, and 
after the various adjustments as made 
by the company are taken into account, 
the net revenue is equivalent to a 6.33 
per cent rate of return on the average 
investment base submitted by the com- 
pany. For the first five months of 
1950, the actual results of operation, 
when related to the invested capital of 
the company (or to prudent invest- 
ment less the accrued depreciation re- 
serve) are equivalent to a rate of re- 
turn of over 7 per cent per annum. 
After taking into account the effect of 
the increase in the Federal income tax 
rate, there appears to be justification 
for a rate reduction. This conclusion 
is substantiated by the facts that 
Georgia Power and Light Company 
will save over $200,000 annually in the 
net cost of purchased power beginning 
January 1, 1950, and that the price of 
fuel oil is substantially less than it was 
at the time the record was made in the 
former hearing. Furthermore, under 
the rate schedules as were proposed by 
Georgia Power and Light Company 
in the 1948 case, supra, the residential 
and commercial rates would have been 
increased one per cent for each 4 per 
cent increase in the price of fuel oil 
above $2 per barrel, with the result 
when the price of fuel oil dropped be- 
low $2 per barrel, the increase pro- 
posed by the company would have 
been automatically removed. The 


Commission did not accept this form 
of rate making which would have pro- 
vided sliding-scale adjustments in the 
retail rate schedules, because it was 
considered that such rates should be 
more stable. However, had the Com- 
mission adopted the rates proposed by 
the company, the surcharge on resi- 
dential and commercial rates would 
have been eliminated some twenty 
months ago. 

It is the opinion of the Commission 
that the surcharge on Domestic Rate 
Schedule “D-1” and Commercial 
Rate Schedule “C-1” should now be 
removed. It appears that after the re- 
moval of this surcharge, the company 
will earn a reasonable return on its in- 
vestment devoted to the public service. 
Wherefore, it is 

Ordered that the present 10 per cent 
surcharge in rate schedules ““D-1” and 
“C-1” of Georgia Power and Light 
Company be eliminated and the cur- 
rent rate schedules of said company 
without said surcharge shall be the 
maximum rates for the classes of 
service to which these schedules are 
applicable. 

Ordered further that the minimum 
charge in Water Heating Rate Sched- 
ule “H-1” shall be $1.11 gross, one 
dollar net per month, with no addi- 
tional charge per KW of connected 
load. 

Ordered further that the above rate 
changes shall be made effective on 
bills for electric service based on meter 
readings made on and after January 1, 
1951. 

Ordered further that Georgia Pow- 
er and Light Company shall file rate 
schedules with the Commission in con- 
formity with the terms of this order. 
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Re Niagara Mohawk Power Corporation 


Case 15058 
December 13, 1950 


PPLICATION for authority to substitute natural gas for manu- 
fA factured gas and to amortize the cost of conversion of 
customers’ appliances over a 5-year period; granted. 


Service, § 254 — Substitution of natural gas for manufactured gas — Public in- 


terest. 


1. The substitution of natural gas for manufactured gas is in the public 
interest, since it not only introduces a cheaper fuel than manufactured gas 
but also tends to insure against the inflationary effects of the additional 
construction of needed gas manufacturing plans and increases in the price 


of coal and oil, p. 127. 


Service, § 292 — Substitution of natural gas for manufactured gas — Cost of con- 


verting customers’ appliances. 


2. The cost of converting customers’ appliances upon conversion from 
manufactured to natural gas is an operating expense to be borne by the 


company, p. 128. 


Expenses, § 74 — Maintenance of customers’ appliances — Amortization of con- 


version cost. 


3. A gas company being authorized to substitute natural gas for manv- 
factured gas was allowed to amortize the cost of converting customer appli- 
ances over a 5-year period, p. 128. 


APPEARANCES: Sherman C. Ward, 
Acting Counsel (by Laurence J. Olm- 
sted, Assistant Counsel), for the Pub- 
lic Service Commission ; Lauman Mar- 
tin, Syracuse, Attorney, for Niagara 
Mohawk Power Corporation. 


Eppy, Commissioner: In this pe- 
tition our approval is requested (1) 
to change the thermal content of gas 
supplied in portions of Madison and 
Oneida counties from 537 stu per 
thousand cubic feet to 1,000 sru 
per thousand cubic feet, (2) to make 
certain changes in the rates resulting 
in reductions, and (3) to spread the 
86 PUR NS 


cost of converting customers’ appli- 
ances over a 5-year period. 

The territory involved is a por- 
tion of Madison and Oneida counties 
and involves generally gas service in 
the cities of Oneida and Sherrill, and 
the villages of Canastota, Wampsville, 
Oneida Castle, and Vernon, the towns 
of Lennox and Vernon, and portions 
of the town of Westmoreland, and 
the hamlet of Clarks Mills. The terri- 
tory involved is part of the so-called 
Utica district of petitioner and is now 
served with manufactured gas having 
a heat content of 537 stu. 


The company presently serves 
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straight natural gas with 1,000 sru 
content in its so-called Syracuse-Oswe- 
go district involving the cities of Syra- 
cuse, Oswego, Fulton, and the sur- 
rounding territory. The company has 
presently before the Federal Power 
Commission applications to obtain ad- 
ditional supplies of gas to serve the 
city of Watertown. It has recently 
been authorized to serve the territory 
east from Syracuse to the cities of 
Albany and Troy. Assuming the 
granting of such application by the 
Federal Power Commission, the com- 
pany will serve natural gas in sub- 
stantially all of its territory, the nota- 
ble exceptions being the cities of Og- 
densburg, Malone, and Hudson. The 
territory to be served is part of the 
Utica district. The company’s present 
supply point for natural gas is Therm 
City and there is available at that 
point sufficient natural gas to serve 
the territory under consideration. 

In the present territory something 
in excess of 3,500 customers are be- 
ing served. The company contends 
that under the rates proposed the in- 
troduction of natural gas will provide 
a saving of some $47,000 on an annual 
basis, or something over 17 per cent. 
The only customers who will be ad- 
versely affected are certain commer- 
cial, space-heating customers twenty- 
four of whom will be subject to in- 
creases aggregating about $1,000 and 
five will receive some reduction. The 
rates in general are patterned after 
comparable rates in the Syracuse dis- 
trict but are higher for each class of 
customers. 


The service is made possible by the 
recent construction of a 14-inch main 
running from Therm City to DeWitt, 


approximately 16 miles. From De- 
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Witt to Utica and passing through 
the territory in question is an already 
existing 8-inch main. The line from 
Therm City to DeWitt cost approxi- 
mately $900,000. This line was built 
largely to supplement the supply to 
the eastern side of the Syracuse dis- 
trict but makes possible service to the 
territory in question, the difference be- 
ing that the gas will flow easterly from 
Syracuse instead of a westerly direc- 
tion from Utica. 

[1] This Commission has repeat- 
edly urged all of the gas companies 
under its jurisdiction to take all possi- 
ble steps to obtain natural gas and has 
continually appeared in proceedings 
before the Federal Power Commission 
in an endeavor to obtain an adequate 
allotment of natural gas for this state. 
The introduction of natural gas intro- 
duces not only a presently cheaper fuel 
than manufactured gas but tends to 
insure against the inflationary effects 
of the cost of additional construction 
of needed manufacturing plants and in- 
creases in the price of coal and oil. 
The substitution of natural gas in this 
district is clearly in the public inter- 
est, and it follows that the change in 
the heating content should be ap- 
proved. 

The rates proposed have been per- 
mitted to go into effect by a Special 
Permission order dated October 6, 
1950, because gas was presently avail- 
able and the rates provide an imme- 
diate saving to the customers who are 
to be connected up with natural gas. 
However, it should be made clear that 
no final approval is placed on these 
rates by the action of the Commission. 
It is anticipated that within six months 
the Utica territory and the Mohawk 
valley will have natural gas available 
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at delivery points and under circum- 
stances which will provide for a uni- 
form cost of gas to the company at 
whatever delivery point the gas is tak- 
en from Utica east. This would lead 
us to the preliminary conclusion that 
gas rates from Utica east for the same 
type of service should be uniform. 
However, we are not presently passing 
on that question, and the question of 
rates in this area cannot finally be 
passed on until we have the entire 
problem of gas rates of the company 
before us. 

[2, 3] The company estimates the 
cost of converting its customers’ appli- 
ances, so that it is possible to use nat- 
ural gas instead of manufactured gas, 
to be about $36,000. This, of course, 
is an operating expense which will be 
borne by the company and the com- 


pany asks us to follow our ruling made 
in respect to the Syracuse division at 
the time natural gas was introduced 
there and to amortize the charges over 


a period of five years. Under the cir- 
cumstances it appears the request is 
reasonable and should be permitted. 


Conclusion and Recommendation 

It is recommended that an appropri. 
ate order be entered authorizing the 
company in the territory embraced 
in the petition to serve natural gas 
having a heating value of 1,000 stv 
per thousand cubic feet instead of 
manufactured gas having a value of 
537 stu; and that the company be 
authorized to amortize the cost of con- 
verting customers’ appliances over a 
period of five years. 

The company likewise asks us to 
approve the proposed rates. In view 
of the fact that rates are now presently 
in effect under special permission, no 
further action is required on the com- 
pany’s request. However, lest there 
be any misunderstanding, it should be 
understood that the rates in this terri- 
tory must eventually be considered, if 
and when it is known that natural gas 
will be available for the larger por- 
tion of the company’s gas customers, 
and finally determined in connection 
with the determination of proper rates 
for the balance of the Utica and other 
portions of the company’s Eastern Di- 
vision. 
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Industrial Progress 


A digest of information on new construction. by pri- 

uately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


$48,000,000 Program Planned 


By Consumers Power 

Aa construction program for 1951 

was announced recently by Consumers 
Power Company to meet national defense de- 
mands for electricity and natural gas, together 
with civilian growth in its territory of more 
than 1,300 Michigan communities. It is the 
largest expansion budget in the company’s 
history. 

This will bring to $218,000,000 the total of 
expenditures to carry on the company’s long- 
range program instituted in 1946, and which 
will have doubled the system’s electric gen- 
erating capacity for a total exceeding 1,300,000 
kilowatts upon completion of projects now 
under way. 

D. E. Karn, first vice paar stated that 
the budget calls for $37,000,000 for electric ad- 
ditions and improvements and $9,000,000 for 
gas, with $2,000,000 for general projects. 

The largest single project is the continuing 
construction of the new 276,000 kilowatt Jus- 
tin R. Whiting steam power plant on Lake 
Erie. The first two units of 85,000 kilowatts 
are scheduled for operation in 1952 and a third 
unit of 106,000 kilowatts in 1954. 


Central Hudson Gas & Electric 
Has $40,000,000 Program 
Cua Hupson Gas & ELectric Corpora- 

TION is engaged in a forty million dollar 
expansion, improvement, and replacement pro- 
gram, 

Of this sum, about twenty-five million dol- 
lars was spent in the years 1946 through 1950 
primarily for increased transmission and dis- 
tribution capacity, introduction of natural gas, 
and completion of new generating facilities be- 
gun in 1950. The remaining fifteen million dol- 
lars will be spent in 1951-1952 in completing 
a 60,000 kilowatt steam generating plant and 
a 25,000 kilowatt hydroelectric plant started in 
1950 and in ordinary additions and improve- 
ments to operating properties. During 1950 
more than 3,500 customers were added to the 
company’s power lines. 


EEI Sales Conference to 
Be Held in Chicago 


HE 17th Annual Sales Conference of the 

Edison Electric Institute will be held on 
April 2-5, 1951 at the Edgewater Beach Hotel, 
Chicago, Illinois, it has been announced by 
Merrill E. Skinner, chairman of the EEI Com- 
mercial Division General Committee. 


National leaders in the electric utility sales 
and appliance fields will address the general 
sessions, scheduled to convene on Wednesday, 
April 4th. The sales outlook for the coming 
year in the residential, farm, commercial, and 
industrial markets will be discussed by indus- 
try leaders at four concurrent sectional meet- 
ings on Tuesday, April 3rd. A full-day session 
devoted to home service will be held Monday, 
April 2nd. 

On Wednesday, April 4th, the awards which 
are offered to electric operating companies an- 
nually, and sponsored by EEI for outstanding 
promotional accomplishments in the fields of 
planned lighting, home service, electrical ap- 
pliances, and farm electrification, will be pre- 
sented. 

The Conference will be concluded on Thurs- 
day, April 5th with a luncheon session. 


G-E Breaks Production Record 
For Large Turbine Generators 


HE GENERAL Evectric Company in 1950 

broke its all-time record for production of 
large turbine generators, according to Glenn B. 
Warren, manager of the G-E Turbine Divi- 
sions, 

The company’s new $30,000,000 turbine plant 
at Schenectady, N. Y., in its first full year of 
operation, produced units with a combined 
capacity of 2,866,000 kilowatts. 

Almost the entire 1950 output of the new 
20-acre Schenectady plant went to utilities 
throughout the United States. 

Based on current manufacturing schedules, 
Mr. Warren said, the 1951 output of large units 
from the new Schenectady plant, and smaller 
turbine generator units from G-E plants at 
Lynn and Fitchburg, Mass., “will be materially 
greater than any previous ‘year in the history 
of the company, if certain critical materials 
are available in sufficient quantities for these 
purposes.’ 

Mr. Warren attributed the unprecedented 
rise in orders for turbines to “the multi-billion- 
dollar expansion program launched by the 
power companies immediately following World 

(Continued on page 34) 
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War II which has permitted these companies 
to keep ahead of demand, and to the tre- 
mendously increased demand for electric 
power by industry since the start of the Korean 
crisis.” 

Steam turbine generators built in the com- 
pany’s 20-acre turbine plant at Schenectady 
during 1950 ranged in size from 15,000 kilo- 
watts to 165,000 kilowatts. The average rating 
of these units was approximately 55,000 kilo- 
watts, an increase of more than 12,000 kilo- 
watts over the average rating of units built 
and shipped only two years ago. Almost three- 
quarters of the units shipped in 1950 were built 
to operate at temperatures 900 F or higher, 
with 26 per cent in the 951 F to 1050 F range. 
More than half were built for pressures in 
excess of 1251 Ib., with 27 per cent in the 1450 
to 2000 Ib. range. Resuperheat turbines ac- 
counted for 25 per cent of the total production 
for power plants. 


Report Tells How to Choose 
Business Consultants 


Roa to follow when selecting a business 
consultant, together with safeguards and 
procedures for insuring satisfactory results, are 
presented in a report entitled “Business Con- 
sultants—Their Uses and Limitations,” issued 
recently by Controllership Foundation, Inc., 
research arm of Controllers Institute. Based 
on the experience of 61 representative business 


companies located in 25 cities, the report de. 
fines the ethical tenets which should govern 
the consultant’s dealings with management, 
It describes the various bases on which cop- 
sultants work, and provides standards for com- 
panies to apply when judging their success, 

Copies of the report are available at Cop. 
trollership Foundation headquarters, 1 Eas 
42nd street, New, York. To members of the 
Controllers Institute, the price is $1.50; to 
non-members, $3.00. 


Pub. Serv. of No. Ill. Buys 
Land for Generating Station 


Te Pusiic Service CoMPANY OF Nortg- 
ERN ILLINo1s has completed arrangements 
to purchase a 216-acre tract of land on the 
banks of the Chicago Sanitary and Ship 
Canal between Lemont and Lockport as a site 
for a future electric generating station, it was 
announced recently by Britton I. Budd, presi- 
dent. 

“At present there are no definite plans as 
to the time of construction of the generating 
station,” Mr. Budd said. “However, we de 
cided to buy the property and to go ahead with 
preliminary plans and surveys for the plant 
during 1951 on account of the continuing rise 
in the use of electricity by the homes, farms, 
and factories in northern Illinois. 

“The company’s electric generating capacity, 

(Continued on page 36) 





THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


MIGHTY USEFUL TOOLS... 


are the Lincoln booklets dealing with S.E.C. matters. These are supplied 
without cost to our customers, their lawyers, accountants, underwriters 
and others connected with finance and corporate affairs. Write for 


yours. 
ment Form S-I, 


Five titles include—Federal Securities Laws, Registration State- 
Regulation C (registration procedure), Regulation S-X 


(financial statements), Regulation X-14 (proxy rules). 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


Printing 


» pee. ar 


NEW YORK. PLANT CEDAR STREET 6 


CHICAGO PLANT 732 SHERMAN STREET 
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is Old-Fashioned Gas-Control Hookup 





Check These Advantages eA 


@ One unit replaces Att 
separate controls and 
their assembly costs. 

@ Noiseless operation — 
no annoying clicks or 
hum to irritate users. 

@ 100% Safe lighting; 
100% fail-safe, auto- 
matic pilot and filter; 
Built-in ure reg- 
ulator; 100% safet 
shut-off. A.C.A. list 

@ Compact size — 3%" x 
5%” x5” — permits 
wide latitude in styling. 

@ Complete ability 
to manual, thermo- 
static electric or ther- 
mostatic mechanical 
control. 





This NEW 1 Slagle Somendh Unit 


Only GASAPACK combines all 5 
necessary gas controls in one 
simple, compact modern unit 


With A-P’s modern Gasapack you have only One unit to install — instead 
of up to five separate controls! Think what this means to you: The reduc- 
tion in inventory alone ts to a sub ial saving, for the GasaPack 
eliminates not only all separate controls — but also the nipples, reducers, 
fittings and tabing required to connect them! 

Then look at the saving in assembly labor — up to 67%! What's more, 
you get simplification of service resulting from One unit instead of five, the 
ease and economy of ordering from One dependable source. Yes, and you'll 
see why users call the Gasapack the most economical unit they can buy! 

A-P’s Sincie-unir GaSAPAck offers you still more . . . manual control, 
ther ic electric temp e control or thermostatic mechanical control, 
and all with one basic unit! Extreme simplicity permits either factory in- 
stallation of both thermostatic controls or sale by your dealers as accessories. 

Get the full story of this remarkable control. Write for Bulletin G-7 today. 








DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470 N. 32nd Street 


7 Ail. .. 45, Wi 





ta Coneda: A-P Controls Corporation, Lid., Cooksvilie, Onterie 
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paralleling the tremendous growth of the area, 
has been increased more than 500 per cent 
during the past 25 years. All of this expansion 
has consisted of additions to existing stations. 

“The station probably will be started with 
installation of.one turbo-generating unit of 
about 150,000 kilowatts but it will be designed 
for additional units,” he said. 

“The site is large enough and the available 
water is sufficient to support a plant of 1,000,- 
000 kilowatt capacity with adequate room for 
coal storage and it is strategically located with 
respect to the other stations in the system.” 


Figure-fact Atomic 
Age Accounting 


66 Fuicure-Fact Atomic Age Accounting at 
Machine Speed . . . with Machine Ac- 
curacy” is the title of a new folder issued by 
the Management Controls Division of Reming- 
ton Rand Inc. 

The folder contains detailed information on 
securing figure-facts on payroll, cost, produc- 
tion, sales reports, inventory, or invoices pro- 
duced automatically, faster, and at startingly 
low costs with Remington Rand punched-card 
accounting machines. It shows the varied and 
complete line of Remington Rand tabulating 
machines, highlighting the major functions of 
each machine in accordance with three major 
accounting functions: Recording—Sorting and 
Arranging—and Reporting. 

Besides picturing and describing each piece 


of Remington Rand equipment, the folder con- 
tains a unique chart showing the tremendous 
versatility of each machine in relation to the 
usual record keeping operations. 
“Figure-Fact Atomic Age Accounting” will 
be sent on request by writing Remington Rand 
Inc., 315 Fourth avenue, New York 10, N. Y, 


Alabama Power Plans 
$27,885,000 Program 


LABAMA Power ComPpaNny’s board of 
directors recently approved the largest 
construction budget in the company’s history, 
Approximately half of the $27,885,000 to be 
used for construction during 1951 will be for 
new generating plants and their connection to 
the company’s transmission system. Expendi- 
tures for generating facilities include comple- 
tion of a 100,000 kilowatt addition to Gorgas 
No. 2 steam plant, the beginning of still an- 
other 100,000 kilowatt addition there to be com- 
pleted in 1952, the completion of a 40,000 kilo- 
watt addition to Chickasaw steam plant near 
Mobile, and progress toward the completion 
in 1952 of an additional generating unit of 
55,000 kilowatts at Martin Dam on the Talla- 
poosa River. 

Additional transmission lines and substa- 
tions, and enlargement of, and improvements 
to existing transmission substations will total 
over $2,500,000. Increase in supply facilities 
and extensions to new customers are budgeted 
at over $11,000,000. 











KNOW-HOW ,_4 





Our specialized service to utility companies is to provide outstanding financial and corporate 
printing in one unit . . . from design through printing, binding and mailing . . . always with a 
keen appreciation of the type of work that represents the character and integrity of the client. 


We are available 24 hours a C 
day, 7 days a week ... because 
we know that our ultimate test 
is achieving the highest stand- 
ards of quality within the limits 
of your deadline. 


INCE 
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CLEVELAND TRENCHERS 


...workhorses of the utilities 


CLEVELANDS do more work—and 
do more profitable work—because 
of higher digging capacity, because 
of fast truck-speed moves from 
job to job, because each machine 
fits more different kinds of jobs, 
and because less time is lost for 
maintenance. CLEVELANDS are 
ideally fitted to utility work by such 


features as power-shift reversible 
arc conveyors that place the dirt 
accurately for easy backfill and a 
compact design that places the 
trench edge as close as 17” to a side 
wall. Put these hard-hitting profit- 
making “workhorses” to work for 
you. Call your local distributor for 
details or write direct. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE 


CLEVELAND 17, OHIO 
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Let Us Send You This 
New Complete Data on 


KINNEAR ROLLING DOORS 


Your free copy rohan Lalla olaelale meals 
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space-saving pwara act 


efficiency at « 


THE KINNEAR MANUFACTURING CO. 


2060-80 Ave. . 1742 Yosemite Ave. 
Columbus 16, Ohio Factories: San Francisco 24, Coif. 


OFFICES AND AGENTS IN ALL PRINCIPAL CITIES 
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PUBLIC UTILITY 
PRINTING SPECIALISTS gcccrgy 


STATEMENTS 


PROSPECTUSES 


ANNUAL REPORTS 


For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing 
services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 
brochures in full color. 

Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Printed by Pandick” brings you. . 


Pandick Press, he 


22 THAMES ST., NEW YORK 6 Mantes 1588 71 CLINTON ST., NEWARK, WJ. 











Prepare to pass power plant engineer 
license examinations this direct, easy way! 





ERE is a revised and enlarged Second Edition of a standard book 

that offers you in clear, practical form, much information to help 
you pass power plant engineer license examinations. Simple, yet com- 
lete in every detail, it thoroughly explains advanced rules of stationary 
ng ineering—outlines the approved and tested methods of operating 
power plant equipment—and carefully points out the re- 


ponsibilities of the operating engineer relative to safe 
. At the 











nd of each chapter you are given valuable lists of questions 

pical of those in engineer license examinations . . . the Just Out 
pnswers to which are contained in the chapter material. 

ere in a single volume is a complete home-study course 


n power plant engineering. 
uides you on all phases of power plant equipment 0 £ F Hy A T | 0 N 


ti 
struction, operation, and maintenance. By EVERETT B B. WOODRUFF 
Maintenance 3 
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. how valves function . . and how to solve practi 
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The original Sunbury Steam-€ 


which was built by Thomas A. Edison ir 


The vision began to take form on Independence Day, 
July 4, 1883 at Sunbury, Pa. when Thomas A. Edison 
threw the switch of the first commercial steam-elec- 
tric station in the world. This was one of the epochal 
events foreshadowing the scientific, industrial, and 
economic miracles of the 20th century. The new Sun- 
bury Steam-Electric Station near Sunbury, Pa. re- 
‘ flects both the tradition of our American past and 
the hope of tomorrow as its fine buildings emerge 
from the blueprint stage to provide an abundant 
source of power for factories, offices, farms, and 
homes in Central Eastern Pennsylvania. 


FOSTER WHEELER CORPORATION - 


The earliest section which houses four Foster W' 
400,000 Ib per hr steam generators providing stec 
for two 75,000 kw turbine generators is the world] 
largest power plant burning pulverized anthrad 
The first extension houses a 100,000 kw turt 
generator and an 800,000 Ib per hr Foster W' 
steam generator. Engineering is under way for fh 
installation of an additional Foster Wheel 
1,000,000 Ib per hr reheat steam generator ¢ 
signed to serve a 125,000 kw unit. When ultima 
completed, the station is expected to have a capac 
of more than 700,000 kw. 


165 BROADWAY, 





present, and future 
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Sunbury Steam Electric Station 
of Pennsylvania Power & Light Company 





FOSTER WHEELER 
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Exide-Manchex BATTERIES 


South Carolina Electric & Gas for positive switchgear operation 


Company 

In Exide-Manchex Batteries you get ALL the qualities 
that add up to dependable performance, long battery life, 
maximum economy. They give you: 
POSITIVE OPERATION. Energy is delivered at high or low rates, 
providing dependable performance at ample voltage with no 
switching failures. 
INSTANTANEOUS POWER, capable of discharging at high rates 
for switchgear operation and providing adequate reserve power 
for the dependable performance of all other control circuits and 
also emergency lighting. 
LOW OPERATING COST. Extremely low internal resistance. Power 

. , . . required to keep battery floated and fully charged ranges between 

Union Electric Company of Missouri 0.25% and 1.0% of the 8 hour discharge rate in amperes. 

LOW MAINTENANCE AND REPAIR COSTS. Water required about 
twice a year. No change of chemical solution needed during life 
of battery. Repair costs negligible. 
UNUSUALLY LONG LIFE, due to sturdy construction; the famous 
manchester positive plate; a combination of specially treated 
wood and plastic separators; and many other exclusive features. 
GREATER CAPACITY in a given amount of space, avoids over- 
crowding of equipment. 
These and other features combine to make Exide-Manchex the 
best buy for all central and substation battery services. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
Public Service Company of New “Exide” and ““Manchex” Reg. Trade-marks U.S. Pat. Of. 


Hampshire 
1888... DEPENDABLE BATTERIES FOR 63 YEARS...1951 


You get all these trouble-free construction features in EXIDE-MANCHEX BATTERIES 


The exclusive, long-life manchester Heavy terminal posts with copper Slotted plastic separators, impervious 
positive plate. inserts for extra conductivity for to chemical and electrical reaction. 


Latest development in molded glass instant high discharge. 
jars for compact installation. Plastic spacers for plate alignmen!. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





| 9 seuary 15, 1951 Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Arppraisat Company 
ORIGINAL COST STUDIES «e VALUATIONS « REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$2 Ford, Bacon & Davis 
8D) vruarions Engineers coxryeron 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 
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GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 








GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 
Steam, Electric, Gas z 
Hydraulic, Sanitation Serving Utilities and Industrials i 
Designs and Construction e e Personnel’ Relations 
Inspections and Surveys Reading New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 














HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground e Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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ENGINEERS!® CONSTRUCTORS 
1200 NORTH BROAD STREET PHILADELPHIA y PA. 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 


Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








TAXES 


swear MIDDLE WEST FINANCE 


INSURANCE 


PENSIONS 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














Pioneer Service & Engineering Co. 
aaa ‘@ iia a 


PURCHASING CN f INSURANCE AND DEPRECIATION 
C CHICAGO 4, ILLINOIS 


231 SOUTH LA SALLE STREET. 
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SANDERSON & PORTER 
ENGINEERS 
CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Destgn—Supervision 
Chicago 3, Ili. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, mee and Industrial Waste Problems 
Alrfields, Refuse Inoinerators, Industrial Bulidings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Reserte._A 





Original Cost and Depreciation Studies 
Rate Analyses—Iineurance Surveys 








BLACK & VEATCH 


CONSULTING ENGINEERS 
ppraisals and re 
a desi =... on of con- 
struction 0: Publie tility Properties 


4706 BROADWAY 


KANSAS CITY, MO. 


W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 
910 Bleetric Building 








Indianapolis, Ind. 


SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
Fer Rate Cases and Income Tax 


1421 Chestnat Strest cuss eee 





Mention the FortnicutT.y—It identifies your inquiry 











ebruary 15, 1951 


Public Utilities Fortnightly 








PROFESSIONAL DIRECTORY (concluded) 





HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. A 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
on Lines, 8 Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 
TRANSMISSION Lings—Unpercrounp Distri- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Cricaco 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y¥. 
Tel. Digby 4-1916 








LAURENCE S. KNAPPEN 
Consulting Economist 
Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 


Rate Case Investigations 
Revenues and Expenses Examined 


919 Eleventh Street, N.W., Washington i, D. C. 
Telephone: National 7793 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


United States Testing Company, Inc. 











Organization and Procedural Studies 


ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street < New York 5, N. Y. 
BOwling Green 9-5165 





WESTCOTT & MAPES 


ncorporated 


ARCHITECTS ENGINEERS 
VALUATIONS — STU RTS — 


DIES — REPO 
DESIGN — sy A 


UTILITIES — INDUSTRIAL PLA 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 








LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatiz Sr., Cuicaco 











Representation in this Professional 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Utilities 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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that do the most for you | 


NEW! EXTRA-QUIET BRAKES The first 
molded, tapered Cyclebond brake lin- 
ing on trucks! Extra-smooth, extra- 
quiet, positive action. Extra-long life. 
Standard equipment on models of 
11% tons and up. 


NEW! EASIER HANDLING Now, even 
sharper turning—with cross-steering, MORE THAN 50 BRAND-NEW 

wide front tread, short wheelbase. IMPROVEMENTS . . . INCLUDING 
More comfortable steering wheel angle New! SMOOTHER RIDE 

and easier-operating new worm-and- 


roller steering gears! NEW! EASIER LOADING 


; NEw! EASIER BAD-WEATHER STARTING 
not QUATER POWER Eight rest hy GREATER HECRCALcaPAcrT 
as 20%. The right power for your NEW! EASIER-TO-READ INSTRUMENTS 
hauling job— and top economy, too! NEW! BETTER VISIBILITY IN BAD WEATHER 


ee ° NEW! MORE EFFICIENT FUEL PUMP 
NEW! INTERIORS Striking new, massive 


appearance! Lower hood line for better ANOTHER DODGE EXCLUSIVE! 
visibility. Two-tone cab interiors. New . ‘ . 
Smoother performance, easier handling and 


clear-vision instrument longer life with gyro! Fluid Drive. Available on 
Sly he panel. New seat comfort. Yo-, Ya-, and 1-ton models. 


DODGE 2%: "TRUE ON DISPLAY AT YOUR 
NEAREST DODGE DEALER’S 
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Forty to 100 per cent greater visibility is what you 
get with General Electric’s Type VR optical 
assembly as compared to the conventional lateral- 
bowl refractor type assembly. The VR is specifi- 
cally designed for Comfortable Seeing with long 
spacings on residential and other light-traffic 
streets. It will amply meet A.S.A. practice with 
125 to 175 foot spacing and the economical 4000- 
to 6000-lumen lamps. 


More Uniform Visibility The Holophane® Verti- 
lateral® refractor of the VR optical assembly 
both lifts and turns the light into the street. This 
offers three main advantages—one, it gives a 
very accurate control of light for uniform dis- 
tribution—two, directs maximum candle power 
at a comparatively high angle for maximum sil- 
houetting effect—and third, reduces veiling glare 
because light is directed from all parts of the re- 
fractor. 


House-side Shielding Reflector design and curved 
prisms of the Holophane refractor turn light away 
from the house side and direct it up and down 
the street. 


Side or Center Mounting The VR assembly can be 
used for normal side-of-street mounting. How- 
ever, it is ideally suited for center-of-street 
mounting where heavy foliage or parked cars, 


GENERAL () ELECTRIC 





such as are frequently found in resid: 
make such mounting a practica 
Furthermore, the VR assembly can 
virtually any existing lighting systen 
Type 1 Distribution The VR has I 
distribution. No other luminaires ar 
suited for so many light-traffic street 

Get the facts on these luminaires 
complete information to Section 452- 
your local Apparatus Sales Office Ligh 
ist for application recommendations 
Dept., General Electric Company, 

5, New York. 
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